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Members  of  the  Forty-Fifth  Legislature 
Members  of  the  Legislative  Finance  Committee 


In  accordance  with  Section  43-1114,  R.C.M.  1947,  this  analysis  of  the 
executive  budget  is  presented.   It  is  the  first  comprehensive  review 
of  an  executive  budget  in  Montana.   The  legislative  finance  committee, 
in  directing  the  legislative  fiscal  analyst  staff  to  conduct  the  review, 
felt  that  an  independent  analysis  would  allow  the  legislature  to  examine 
a  range  of  fiscal  policy  options  that  previously  was  not  available. 
The  purpose  of  the  report  is  not  to  criticize  the  recommendations  of 
the  executive.   Rather,  it  is  to  present  alternative  recommendations 
when  meaningful  alternatives  are  clearly  available. 

I  hope  you  find  the  Budget  Analysis  useful  in  your  deliberations. 

Respectfully  submitted, 


Kespectruliy  submittec 

John  D.  LaFaver 
Legislative  Fiscal  Analyst 


Synopsis  of  the  Executive  Budget 

The  executive  budget  estimates  general  fund  revenues  at  $413.5 
million  during  the  1979  biennium.   Of  that  amount  the  executive  pro- 
poses to  spend  $412.8  million  for  recurring  items.   Thus,  the  executive 
proposal  is  that  recurring  expenditures  stay  within  recurring  revenues. 

The  general  fund  surplus,  estimated  at  $47.5  million  by  the  end 
of  fiscal  1977,  is  proposed  to  be  reduced  by  one-time  expenditure  items. 
These  expenses  include  $6.1  million  for  capital  construction  and  $29.6 
million  to  fund  the  "homeowners1  tax  relief"  approved  by  the  voters 
in  November.   The  executive  proposes  that  a  $12.5  million  surplus  be 
retained  as  a  hedge  against  unrealized  revenue  estimates  and  unforeseen 
cost  increases. 

While  the  executive  does  not  present  a  specific  proposal  for  in- 
creasing the  compensation  for  state  employees,  amounts  are  reserved 
within  recurring  revenues  to  meet  these  anticipated  expenditures.   A 
total  of  $4  million  is  reserved  in  fiscal  1978  and  $7.5  million  is 
allocated  in  fiscal  1979  for  this  purpose. 
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Analyis  Summary  of  Executive  Budget 

General  Fund  Revenues 

Our  general  fund  revenue  estimate  is  $3.1  million  or  less  thai 
one  percent  below  the  executive  estimate.  We  believe  the  magnitude 
of  this  difference  to  be  inconsequential. 

General  Fund  Expenditures 

We  recommend  recurring  expenditures  of  $401.2  million  over  the 
biennium.   This  recommendation  is  $4.8  million  below  the  $406  million 
executive  figure.   Neither  of  these  figures  includes  the  cost  of  em- 
ployee pay  increases,  costs  of  the  1979  legislature,  nor  anticipated 
reversions.   While  there  is  little  difference  between  the  two  total 
spending  recommendations,  some  individual  agency  allocations  are  far 
apart.   Costs  of  employee  pay  increases,  and  expenses  of  the  1979 
legislature  which  are  offset  to  some  extent  by  reversions  will  add 
$6.8  million  to  1979  biennium  general  fund  expenses. 

Public  School  Support 

Our  recommended  general  fund  support  of  public  schools  is  $30 
million  above  the  executive's.   We  believe  our  recommended  level  of 
support  would  allow  total  school  spending  to  increase  about  7.25  per- 
cent annually  while  holding  taxes  on  existing  real  property  constant. 
It  is  our  opinion  that  the  executive  recommendation  would  entail  raising 
property  taxes  by  $30  million. 
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Property  Tax  Relief 

The  executive  budget  purports  to  contain  $61.4  million  in  property 
tax  relief  over  the  biennium.   We  believe  that  there  is  no  net  property 
tax  relief  contained  in  the  budget.   The  executive  would  fund  the 
"Homestead  Tax  Relief  Act"  (approved  by  the  voters  in  November)  with  a 
$29.6  million  appropriation  of  general  fund  surplus.   If  approved  by 
the  legislature  the  act  would,  indeed,  lower  property  taxes.   However, 
the  executive  recommendation  for  public  school  funding  would  necessitate 
a  property  tax  increase  about  equal  to  the  relief  approved  by  the 
voters.   The  net  result  would  be  no  property  tax  reduction. 

Our  public  school  funding  recommendation  would  hold  taxes  on 
existing  real  property  constant.   Any  tax  relief  funded  from  the  surplus 
would  serve  to  lower  existing  taxes. 

Department  of  Social  and  Rehabilitation  Services 

We  recommend  $8.3  million  less  general  fund  appropriation  than  the 
executive.   We  do  not  project  as  rapid  an  increase  in  numbers  of  clients 
served.   We  also  believe  the  inflation  factors  used  by  the  executive 
are  excessive. 

Department  of  Institutions 

Our  recommendation  is  $3.2  million  under  the  executive's.   The 
largest  differences  occur  in  the  budgets  of  Galen  hospital,  the  veterans' 
home  and  Warm  Springs  hospital.   We  recommend  a  significantly  higher 
level  of  support  for  community  mental  health  centers. 
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Higher  Education 

Our  recommendation  for  all  higher  education  programs  is  $15.7 
million  below  the  executive.   Major  differences  occur  at  the  university 
of  Montana  ($5.6  million),  Montana  state  university  ($2.6  million), 
eastern  Montana  college  ($2  million) ,  agricultural  experiment  station 
($1.8  million),  and  office  of  commissioner  ($.6  million). 

The  differences  generally  are  caused  by  working  from  a  lower 
expenditure  base  than  the  executive  and  using  a  student-faculty  ratio 
reflective  of  similar  regional  schools. 

Department  of  Revenue 

We  recommend  $4.3  million  less  general  fund  to  the  department.   We 
recommend  continuing  the  five-year  statutory  reappraisal  schedule  and 
eliminating  the  automated  "mass  appraisal"  project. 
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Revenue  Estimate 

I.      Summary 

The  following  tables  summarize  this  office's  revenue  estimates 
through  fiscal  1979  and  compare  those  estimates  with  figures  of  the 
executive  budget  office.   We  estimate  that  revenues  will  increase  about 
nine  percent  or  $16.2  million  annually  from  fiscal  1976. 

Our  estimate  is  $3.1  million  or  less  than  one  percent  below  the 
executive  estimate. 


Table  1.   Office  of  Legislative  Fiscal  Analyst 
Projected  General  Fund  Revenue  (000) 
Summary 


Actual 

Projected 

Projected 

Projected 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 
$  62,400 

1977 

1978 

1979 

Personal  Income  Tax 

$  70,300 

$  78,800 

$  90,200 

Corporation  License  Tax 

14,700 

15,400 

16,000 

16,600 

Bond  Excess 

13,500 

16,100 

17,800 

20,000 

Oil  Production 

6,600 

7,000 

7,300 

7,600 

Coal  Severance 

10,600 

15,900 

14,100 

16,800 

Liquor  Profits 

7,300 

7,300 

7,300 

7,400 

Liquor  Excise 

5,900 

6,400 

6,700 

7,100 

Insurance 

7,500 

8,000 

8,600 

9,100 

Interest 

10,600 

9,500 

9,500 

9,500 

Cigarette  Tax 

3,900 

4,000 

4,000 

4,100 

Inheritance  Tax 

6,200 

6,400 

6,800 

7,300 

Public  Inst.  Reimburse 

4,100 

4,200 

4,400 

4,600 

Metal  Mines  Tax 

1,800 

2,500 

2,600 

2,700 

Telephone  License  Tax 

1,100 

1,200 

1,300 

1,400 

Beer  License  and  Tax 

2,100 

2,100 

2,300 

2,300 

Other 

8,000 

8,000 

8,100 

8,100 

Total 

$166,300 

$184,300 

$195,600 

$214,800 

Page  2  -  revenue  estimate 


Table  2.   Comparisons  of  Revenue  Estimates 
1979  Biennium  (000) 


LFA 

Executive 

LFA 

LFA 

Executive 

LFA 

Fiscal 

Fiscal 

Over  (Under) 

Fiscal 

Fiscal 

Over  (Under) 

1978 
$  78,800 

1978 

Executive 

1979 
$  90,200 

1979 

Executive 

Pers.  Inc.  Tax 

$  79,188 

$   (388) 

$  89,660 

$   540 

Corp.  License 

16,000 

16,960 

(960) 

16,600 

17,920 

(1,320) 

Bond  Excess 

17,800 

18,046 

(246) 

20,000 

20,137 

(137) 

Oil  Production 

7,300 

7,104 

196 

7,600 

7,374 

226 

Coal  Severance 

14,100 

13,386 

714 

16,800 

15,377 

1,423 

Liquor  Profits 

7,300 

7,414 

(114) 

7,400 

7,581 

(181) 

Liquor  Excise 

6,700 

6,494 

206 

7,100 

6,815 

285 

Insurance 

8,600 

8,644 

(44) 

9,100 

9,254 

(154) 

Interest 

9,500 

9,000 

500 

9,500 

9,000 

500 

Cigarette 

4,000 

4,063 

(63) 

4,100 

4,164 

(64) 

Inheritance 

6,800 

6,164 

636 

7,300 

6,522 

778 

Public  Inst. 

4,400 

6,592 

(2,192) 

4,600 

7,612 

(3,012) 

Metal  Mines 

2,600 

2,786 

(186) 

2,700 

2,903 

(203) 

Telephone 

1,300 

1,265 

35 

1,400 

1,335 

65 

Beer 

2,300 

2,003 

297 

2,300 

2,145 

155 

Other 

8,100 

8,456 

(356) 

8,100 

8,179 

(79) 

Total 

$195,600 

$197,565 

$(1,965) 

$214,800 

$215,978 

$(1,178) 

II 

Intrc 

iduction 

Estimating  revenues,  even  in  times  of  relative  stability,  is  a 
matter  of  some  guesswork.   No  revenue  analyst  will  ever  be  able  to 
determine  precisely  the  amount  of  revenue  to  be  received  over  a  period 
of  several  months.   In  Montana,  a  revenue  estimate  must  be  made  in 
October  1976  for  revenues  that  will  not  finally  be  collected  until  June 
of  1979 — nearly  three  years  after  the  initial  estimate.   During  such  a 
long  period,  profound  changes  can  affect  both  the  economy  and  its  impact 
on  the  tax  structure.   For  example,  no  one  could  have  dreamed  in  1971, 
when  wheat  was  selling  for  $1.28  a  bushel,  that  in  1974  the  price  would 
be  $4.50.   Yet  this  economic  windfall  helped  accelerate  Montana's  personal 
income  at  a  rate  of  20  percent  annually.   Adjusted  calendar  year  personal 
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income  tax  liability  rose  nearly  30  percent  annually  during  this  period. 
While  this  circumstance  favored  the  state's  financial  situation,  it  is 
instructive  of  the  hazards  of  long-range  revenue  estimates. 

The  following  sections  describe  the  methods  used  to  estimate  each 
of  the  major  general  fund  revenue  sources.   The  history  of  each  type  of 
revenue  and  our  projection  is  shown. 

III.     Personal  Income  Tax 

The  estimate  of  personal  income  tax  is  the  most  crucial  revenue 
calculation  of  the  budget.   During  the  past  two  fiscal  years  the  per- 
sonal income  tax  contributed  approximately  37  percent  of  state  general 
fund  revenues.   The  tax  also  contributes  over  half  of  the  public  school's 
earmarked  revenue  and  supports  the  bulk  of  earmarked  funds  accruing  to 
the  long-range  construction  program. 

During  the  1975  legislature  the  major  revenue  controversy  concerned 
a  difference  in  personal  income  tax  revenue  estimates  between  this 
office  and  the  executive  budget  office.   The  estimates  made  in  1975  and 
actual  revenues  realized  are  shown  in  Table  3. 

Table  3.   Comparison  of  Income  Tax  Projections 
and  Actual  Collections  (000) 

Actual         Legislative         Executive 

1975  $88,599         $  88,029  $  89,109 

1976  97,520  99,553  104,813 

1977  109,205  124,016 

For  fiscal  years  1975  and  1976,  the  legislative  estimate  was  less 
than  one  percent  high  while  the  executive's  figure  was  four  percent  over 
the  actual. 
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During  the  biennium  both  the  legislative  and  executive  staffs 
devoted  considerable  time  to  refining  and  improving  models  to  project 
future  personal  income  tax  receipts.   This  office  has  constructed 
numerous  mathematical  models.   Each  of  these  series  of  calculations 
takes  historical  data  series  and  attempts  to  accurately  describe  the 
fluctuations  that  have  occurred. 

The  models  that  seem  to  be  most  reliable  in  projecting  tax  data 
are: 

1.  Tax  Elasticity  Model  -  The  model  takes  a  given  personal  income 
figure  and  translates  that  to  income  tax  generated.   The  data  indicate 
that  for  every  one  percent  increase  in  personal  income,  a  1.3  percent 
increase  in  income  tax  should  be  expected.   This  magnification  is  caused 
by  taxpayers  moving  to  higher  and  higher  tax  brackets. 

2.  Farm  Income-Inflation  Model  -  The  model  takes  the  consumer 
price  index  and  cash  receipts  from  farm  marketings  plus  government 
payments  and  relates  them  to  calendar  year  tax  liabilities. 

The  models  yield  very  similar  estimates  through  1979  and  the 
projection  is  an  average  of  the  two. 

The  assumptions  used  are  shown  in  Table  4. 

Table  4.   Assumptions  Used  in  Projecting  Income  Tax 

1.  Inflation  will  be 

7.5%  -  1976 
6.8%  -  1977 
5.9%  -  1978 
5.86%-  1979 

2.  Farm  Income  will  be 

$1,017,000,000  -  1976 

1,070,000,000  -  1977 

1,124,000,000  -  1978 

1,159,000,000  -  1979 

1Z 
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3.   Personal  Income  in  Montana  will  increase 
9.1%  -  1976 
9.3%  -  1977 
9.6%  -  1978 
9.8%  -  1979 

The  inflation  rates  shown  are  within  the  range  used  by  the  Con- 
gressional Budget  Office  estimates.   They  reflect  the  assumption  that 
inflation  will  lessen  marginally  through  1979. 

Farm  income  is  projected  to  stay  below  the  1973-1974  peak  years  but 
marginally  higher  than  the  1975  $1.1  billion  figure.   Income  from  wheat 
sales  is  projected  from  assumed  prices  of  just  over  $3.00  a  bushel. 
Cattle  prices  are  projected  in  the  low  40' s  with  total  receipts  ex- 
ceeding the  previous  (1973)  high  throughout  the  period. 


Table  5.   Historic  and  Proj 

ected  Income 

Tax  Variabl 

BS 

Fiscal  Year 

Cal.  Yr. 

Consumer 

Montana 

Tax 

Tax  Liabil. 

Price 

Farm 

Personal 

Collections 

(adj.) 
$  17,636 

Index 

Receipts 
450.9 

Income 

1963 

91.7 

$1,588 

1964 

19,662 

92.9 

426.7 

1,592 

1965 

$  16,656 

22,783 

94.5 

472.0 

1,724 

1966 

21,111 

26,067 

97.2 

572.0 

1,873 

1967 

24,224 

31,153 

100.0 

536.1 

1,925 

1968 

29,574 

33,722 

104.2 

576.4 

2,034 

1969 

31,223 

27,079 

109.8 

635.2 

2,204 

1970 

38,871 

41,416 

116.3 

688.5 

2,443 

1971 

42,381 

49,673 

121.3 

695.2 

2,539 

1972 

68,130 

61,177 

125.3 

927.0 

2,914 

1973 

77,065 

78,389 

133.1 

1,192.1 

3,490 

1974 

78,757 

86,716 

147.7 

1,203.1 

3,743 

1975 

88,599 

94,145 

161.2 

1,087.8 

4,054 

1976 

97,520 

„< — i 

1976 

107,900       173.3 

1,017.0 

4,424 

1977 

109,900 

121,000 

185.1 

1,070.0 

4,837 

1978 

123,200 

139,000 

196.1 

1,124.0 

5,299 

1979 

141,000 

158,500 

207.6 

1,159.0 

5,818 

13 
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Table  6.   Income  Tax  Projections  and  Distribution 

(000) 

Total  Personal    General  Long-Ran^e 

Income  Tax        Fund        Schools      Sinking 

Fiscal  1978         $123,200       $78,848       $30,800       $13,552 
Fiscal  1979         141,000        90,240        35,250        15,510 


IV.     Corporation  License  Tax 

The  data  series  of  historic  corporation  license  tax  receipts 
shows  a  fairly  steady  and  constant  increase  since  1963.   The  major  de- 
parture from  this  fairly  predictable  annual  rise  came  in  1975  when 
receipts  increased  over  40  percent.   Much  of  that  increase  is  attributed 
to  audit  efforts  of  the  department  of  revenue. 

The  projection  is  made  from  the  annual  increases  experienced  from 
1968  through  1974  applied  to  1976  collections.   The  assumption  is  that 
the  audit  effort  will  work  to  prevent  erosion  of  the  present  tax  base 
and  that  increased  levels  of  economic  activity  will  increase  revenues 
modestly. 
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Table  7.   Projections  and  Distribution 
of  Corporation  License  Tax  Revenues  (000) 


Total 

General  Fund 

Schools 

LR  Si 

inking 

1963 

$  5,575 

$  3,568 

$1,394 

$ 

613 

64 

5,918 

3,787 

1,479 

651 

65 

6,880 

4,403 

1,720 

757 

66 

7,617 

4,875 

1,904 

838 

67 

7,759 

4,966 

1,940 

853 

68 

7,329 

4,690 

1,832 

806 

69 

8,070 

5,165 

2,017 

888 

70 

9,536 

6,103 

2,384 

1 

,049 

71 

9,606 

6,148 

2,401 

1 

,057 

72 

11,448 

7,327 

2,862 

1 

,259 

73 

12,057 

7,717 

3,014 

1 

,326 

74 

15,736 

10,071 

3,934 

1 

,731 

75 

22,079 

14,130 

5,520 

2 

,429 

76 

23,020 

14,733 

5,755 

2 

,532 

77 

23,986 

15,351 

5,997 

2 

,638 

78 

24,952 

15,969 

6,238 

2 

,745 

79 

25,920 

16,589 

6,480 

2 

,851 

V.     Long-Range  Bond  Excess  Revenues 

This  revenue  source  is  the  excess  amount  of  certain  earmarked 
revenues  after  payment  of  outstanding  bond  indebtedness.   The  estimations 
of  each  of  the  earmarked  revenue  sources  are  shown  elsewhere  in  the 
report . 
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Table  8.   Estimates  of  Long-Range  Bond  Excess  (000) 


Personal  Income  Tax 
Corporation  License  Tax 
Cigarette  Tax 
Other  Income 

Total 

Less  Debt  Service 

General  Fund  Allocation 


Fiscal 

Fiscal 

Fiscal 

1977 

1978 

1979 

$12,089 

$13,552 

$15,510 

2,638 

2,745 

2,851 

4,154 

4,248 

4,341 

650 

660 

670 

$19,531 

$21,205 

$23,372 

3,390 

3,387 

3,385 

$16,141 

$17,818 

$19,987 

VI.     Oil  Production  License  Tax 

The  oil  production  tax  reached  a  record  level  of  $6.6  million 
in  fiscal  1976.   Receipts  for  that  year  represent  a  144  percent  increase 
over  the  level  only  three  years  earlier.   The  unusual  increase  is  pri- 
marily attributed  to  the  increase  in  the  price  of  oil  during  the  fuel 
crisis. 

Our  projection  is  based  on  a  declining  trend  in  oil  production 
which  is  offset  by  a  projected  6.5  percent  annual  increase  in  the  price 
of  oil. 


16 


Page  9  -  revenue  estimate 


Table  9.   Estimates  of  Oil  Revenue 


(000) 

(FY) 

(000  CY) 

State 

Barrels 

(000  CY) 

Avg.  Price 

Revenue  as  % 

Revenue 
$1,793 

Produced 

Value 

Per  Barrel 

of  Prior  CY  Value 

1965 

66 

1,985 

67 

2,106 

68 

2,256 

69 

3,157 

70 

3,038 

37,879 

$105,403 

$  2.78 

71 

2,767 

34,599 

104,128 

3.01 

2.63% 

72 

2,668 

33,904 

103,924 

3.07 

2.56 

73 

2,692 

34,620 

115,423 

3.33 

2.60 

74 

4,256 

34,554 

236,698 

6.85 

3.69 

75 

6,180 

32,851 

257,096 

7.83 

2.61 

76 

6,564 

76 

32,278 

268,876 

8.33 

2.56 

77 

6,991 

31,577 

280,404 

8.88 

2.60 

78 

7,290 

30,874 

292,068 

9.46 

2.60 

79 

7,594 

30,173 

303,842 

10.07 

2.60 

VII, 


Coal  Severance  Tax 


As  a  result  of  action  of  the  1975  legislature,  coal  tax 
revenues  represent  one  of  the  largest  and  fastest  growing  revenues  to 
the  state.   Because  of  the  significant  statutory  changes  in  1975  and 
due  to  rapid  production  increases,  historical  data  are  meaningless  in 
projecting  this  source. 

In  November  the  voters  approved  a  constitutional  amendment  al- 
locating one-fourth  of  the  coal  revenues  to  a  permanent  trust  fund 
through  1979,  and  after  1979  allocating  one-half  of  the  coal  revenues  to 
the  trust  fund.   Several  alternatives  are  available  to  the  legislature 
for  allocating  the  coal  tax  pie — each  of  which  has  a  different  general 
fund  impact. 
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A.  All  of  the  25  percent  portion  could  come  from  what  would 
otherwise  be  general  fund  revenues. 

B.  All  of  the  25  percent  portion  could  come  from  other  than  the 
general  fund. 

C.  All  of  the  present  percentage  allocations  could  be  made  after 
the  25  percent  trust  fund  contribution  were  made.   This  is  the  alter- 
native chosen  by  the  coal  tax  committee. 

D.  The  present  ten  percent  allocation  to  a  statutory  trust  fund 
could  be  allocated  to  the  constitutional  trust  fund  and  the  remaining  15 
percent  could  be  contributed  equally  by  the  remaining  shares. 


Table  10. 


Alternative  A 
Alternative  B 
Alternative  C 
Alternative  D 


Impacts  of  Alternative  Distributions  of 
Coal  Tax  Revenue  (000) 


Decreased 

Increased 

Total 

General  Fund 

General  Fund 

General  Fund 

Revenue 

Expense 

Impact 

$25,750 

-0- 

$25,750 

-0- 

$4,292 

4,292 

10,300 

2,575 

12,875 

6,870 

1,717 

8,587 

Our  estimate  assumes  that  "alternative  C"  will  eventually  be  chosen 
by  the  legislature. 

During  the  past  few  months,  a  major  coal  company  has  dramatically 
lowered  its  initial  production  estimates.   The  smaller  estimate  results 
from  a  reported  difficulty  in  marketing  Montana's  higher  priced  coal. 
The  extent  to  which  this  lowered  company  estimate  could  be  a  strategy  to 
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force  a  lowering  of  Montana's  coal  tax  was  contemplated  in  developing 
our  revenue  estimate.   The  estimate  is  based  on  a  generally  more  op- 
timistic view  of  the  Montana  coal  economy. 

Table  11.   Coal  Tax  Estimates  and  Allocation 

Total  School 

Fiscal        Revenue        General  Fund        Foundation 

1977  $39,750  $15,900  $3,975 

1978  47,000  14,100  3,525 

1979  56,000  16,800  4,200 


VIII.     Liquor  Enterprise  Profits 

This  revenue  source  is  derived  from  "profits"  (actually  excess 
cash)  that  accrue  from  operations  of  the  state  liquor  monopoly.   The 
data  in  table  12  show  that  profits  have  been  erratic  since  fiscal  1973. 
We  believe  that  revenues  will  rise  only  modestly  if  liquor  prices  are 
kept  in  line  with  national  averages. 

Table  12.   Historical  and  Projected  Liquor  Profits  (000) 


1965 

$3,099 

66 

3,336 

67 

3,554 

68 

3,882 

69 

4,079 

70 

4,931 

71 

5,226 

72 

6,625 

73 

7,704 

74 

7,274 

75 

7,522 

76 

Prni  <=> 

7,261 

77  7,300 

78  7,300 

79  7,400 
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IX.     Liquor  Excise  Tax 

The  liquor  excise  tax  shows  a  fairly  even  increase  since  1969. 
In  the  absence  of  major  statutory  changes,  we  believe  this  increase  will 
continue. 

If  liquor  or  wine  sales  are  opened  to  competition,  this  revenue 
source  may  increase  as  profits  fall. 

Table  12.   Historical  and  Projected  Liquor  Excise  Taxes  (000) 


1965 

$2,918 

66 

3,092 

67 

3,723 

68 

3,929 

69 

3,606 

70 

3,893 

71 

4,198 

72 

4,653 

73 

5,023 

74 

5,730 

75 

5,625 

76 
Proie 

5,900 
ction 

77  6,400 

78  6,700 

79  7,100 
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X.      Insurance  Taxes  and  Licenses 

This  revenue  source  appears  to  be  one  of  the  more  predictable 
since  1970.  Since  that  time  revenues  have  increased  about  $584,000  per 
year.   We  project  this  annual  increase  through  fiscal  1979. 

Table  14.   Historical  and  Projected  Insurance  Taxes  (000) 


1965 

$2,722 

66 

2,917 

67 

2,871 

68 

2,950 

69 

3,081 

70 

4,004 

71 

4,333 

72 

5,066 

73 

5,612 

74 

6,167 

75 

6,723 

76 
Prnip 

7,497 
r  f i nn 

77  7,966 

78  8,550 

79  9,135 


XI .     Interest  on  Investments 

Over  the  past  two  years  the  largest  percentage  estimate  errors 
of  any  major  income  source  has  been  in  interest  on  investments.   Our 
present  method  of  estimating  this  source  utilizes  projections  of  three- 
month  treasury  bill  rates  (short-term  rates)  and  bankers  acceptances 
(longer  term  rates)  and  correlates  those  rates  with  observed  rates  of 
return  to  the  state.   Projections  are  also  made  of  the  invested  balance 
which  earns  interest  for  the  general  fund.   Based  on  the  current  in- 
terest rates  and  the  invested  cash  balance,  we  feel  $9.5  million  is  a 
good  approximation  of  this  year's  interest  income.   The  concensus  of 
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economists  seems  to  be  that  interest  rates  will  fall  over  the  next  two 
years.   To  what  extent  the  invested  cash  balance  will  fall  is  dependent 
to  a  large  degree  on  legislative  action.   However,  large  balances  in 
several  earmarked  accounts  will  serve  to  maintain  a  significant  invested 
balance. 

Table  15.   Historical  and  Projected  Interest  on  Investments  (00) 


1965 

$    617 

66 

494 

67 

676 

68 

756 

69 

873 

70 

1,065 

71 

1,027 

72 

1,508 

73 

3,392 

74 

8,885 

75 

12,151 

76 
Proi 

10,607 

77  9,500 

78  9,500 

79  9,500 


XII.     Cigarette  Tax 

Receipts  from  this  source  have  fluctuated  with  the  public's 
concern  with  smoking.   From  1965,  receipts  declined  to  a  low  in  1970  anu 
have  been  erratically  increasing  since.   Our  projection  is  made  from 
annual  receipts  from  1973  through  1976. 
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Table  16.   Cigarette  Tax  Receipts  and  Allocation  (000) 


Total 

General 

Cigarette 

Fund 

L.R.  Bldg. 

L.R.  Bldg. 

Tax 

Allocation 
$3,819 

Cash  Constr. 

Sinking 

1965 

$10,739 

1966 

10,492 

3,731 

1967 

10,628 

3,779 

1968 

10,501 

3,734 

1969 

10,469 

3,723 

1970 

9,948 

3,537 

1971 

10,250 

3,645 

1972 

10,068 

3,579 

1973 

10,033 

3,569 

1974 

10,233 

3,640 

1975 

10,581 

3,763 

1976 

10,868 

3,856 

rroj 

1977 

11,117 

3,954 

$3,008 

$4,154 

1978 

11,367 

4,043 

3,076 

4,248 

1979 

11,617 

4,132 

3,144 

4,341 

XIII, 


Inheritance  Tax 


Receipts  from  inheritance  taxes  are  among  the  more  difficult 
to  estimate.   The  settlement  of  large  estates  can  cause  abnormal,  one- 
time increases  while  their  absence  can  cause  receipts  to  fall.   While 
the  long-term  trend  is  positive,  the  movement  is  erratic.   Our  pro- 
jection is  made  from  an  average  of  two  models:   a  "straight  line"  cal- 
culation yielding  an  increase  of  $322,000  annually  and  a  "percentage 
increase"  calculation  yielding  8.4  percent  annual  gain. 
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Table  17.   Inheritance  Tax  History  and  Projections  (000) 


1965 

$2,504 

66 

2,750 

67 

2,790 

68 

2,976 

69 

3,879 

70 

4,233 

71 

3,645 

72 

4,234 

73 

4,457 

74 

5,660 

75 

5,395 

76 

Prn-i 

6,180 

prti  nn 

77  6,369 

78  6,807 

79  7,268 


XIV.     Public  Institutions  Reimbursement 


This  revenue  source  is  primarily  dependent  upon  the  number  of 
institutional  beds  the  state  can  qualify  for  federal  (medicare-medicaid) 
reimbursement  and  the  number  of  eligible  patients  to  fill  those  beds. 
Revenue  fell  in  fiscal  1976  due  to  major  deinstitutionalization  efforts. 
Notwithstanding  efforts  of  the  department  of  institutions  to  increase 
revenues  from  this  source,  we  project  only  a  modest  increase  from  1976 
revenues.   Continued  efforts  to  move  patients  from  institutions  will 
dampen  any  increases. 


24 


Page  17  -  revenue  estimate 

The  large  difference  between  the  legislative  and  executive  estimates 
are  because  the  executive  assumed  larger  numbers  of  patients  in  in- 
stitutions and  a  higher  institutional  cost. 

Table  18.   Public  Institutions  Reimbursement  (000) 


1965 

$   827 

66 

868 

67 

941 

68 

1,131 

69 

1,261 

70 

N/A 

71 

1,390 

72 

1,197 

73 

2,958 

74 

3,838 

75 

4,964 

76 
Proie 

4,054 

77  4,200 

78  4,400 

79  4,600 
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XV.     Metal  Mines  Tax 

The  fortunes  of  the  Anaconda  Company  largely  determine  t^e 
fluctuations  of  the  metal  mines  tax.   The  1976  revenues  were  at  a  three- 
year  low,  reflecting  a  stagnant  copper  economy.   Our  perception  is  that 
revenues  will  stay  under  the  peak,  1975  level,  but  exceed  any  other  year 
throughout  the  1979  biennium. 

This  is  one  of  the  least  predictable  revenues,  with  expected  error 
ranges  as  high  as  20  percent. 


Table  19.   Past  Trends  and  Projections  of 

Metal  Mines  Tax  (000) 

1965  $   905 

66  1,136 

67  1,201 

68  622 

69  728 

70  1,441 

71  1,976 

72  1,314 


73  1,829 

74  2,240 

75  3,099 

76  1,845 


Projection 

77  2,500 

78  2,600 

79  2,700 
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XVI.     Telephone  License  Tax 

Telephone  license  tax  receipts  have  been,  perhaps,  the  most 
predictable  revenue  source  to  the  general  fund.   Revenues  have  increased 
9.63  percent  annually  since  1965  and  that  rate  is  projected  through 
1979. 

Table  20.   Historical  and  Projected  Telephone  License  Tax  (000) 


1965 

$   423 

66 

449 

67 

471 

68 

502 

69 

573 

70 

694 

71 

753 

72 

793 

73 

879 

74 

971 

75 

1,061 

76 

1,137 
action 

1,244 
1,314 


78 


79  1,446 
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XV I I .     Beer  License  and  Tax 

With  the  exception  of  1974,  each  year  since  1969  has  brought 
higher  beer  revenues  to  the  state.   The  increases  have  averaged  $132,000 
or  8.4  percent  annually  since  1970  (excluding  1974)  and  these  annual 
increases  are  averaged  through  1979. 

Table  21.   Historical  and  Projected  Beer  Revenues  (000) 


1965 

$1,096 

66 

1,186 

67 

1,181 

68 

1,203 

69 

1,161 

70 

1,188 

71 

1,275 

72 

1,354 

73 

1,410 

74 

1,256 

75 

1,649 

76 

2,072 

-Projection 

77 

2,100 

78 

2,300 

79 

2,300 

Ztt 


1971 

1972 

1973 

1974 

1975 

1976 

jected 

1977 

GENERAL  FUND  SURPLUS 

The  following  analysis  traces  the  general  fund  surplus  from  fiscal 
1971  to  the  present  fiscal  year  and  examines  the  causes  for  the  pro- 
jected surplus. 

History  of  General  Fund  Surplus 

Ending  Fiscal  (In  Millions) 

$(4,619) 
6.229 
24.159 
40.820 
51.196 
50.454 
47.500 

The  amount  of  surplus  projected  at  the  end  of  fiscal  1977  is  higher 
than  contemplated  by  the  1975  legislature.   The  last  fiscal  status 
report  of  that  session  indicated  the  surplus  at  the  end  of  fiscal  1977 
would  be  $1.2  million  plus  added  coal  tax  revenue.   The  amount  of  coal 
tax  to  accrue  to  the  general  fund  was  not  determined  until  the  final 
hours  of  the  session.   The  final  version  of  the  coal  tax  bill  allocated 
an  additional  $13  million  to  the  general  fund.   That  allocation  raised 
our  surplus  estimate  to  $14  million. 

By  the  end  of  fiscal  1975  it  was  clear  that  three  revenue  sources 
were  exceeding  estimates.   The  following  table  illustrates  the  signifi- 
cant variances  between  actual  and  estimated  revenues .   Each  of  the  in- 
come sources  is  explained  in  further  detail  in  the  section  explaining 
the  present  revenue  estimate. 
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Revenues  Over  (Under)  Estimates 
(millions) 


Total 

Oil  Production  $  1.711  $1,908  $2,074  $  5.693 

Corporate  License  2.906  2.690  3.200  8.796 

Investment  Income  5.691  5.600  4.500  15.791 

Personal  Income  Tax  .570  (2.033)  -0-  (1.463) 


Fiscal 

1975 

$  1.711 

2.906 

5.691 

.570 

Fiscal 

Fiscal 

1976 

1977 

$1,908 

$2,074 

2.690 

3.200 

5.600 

4.500 

(2.033) 

-0- 

Total  $10,878       $8,165      $9,774       $28,817 

When  the  net  revenue  overruns  are  added  to  the  initial,  anticipated 
surplus,  the  new  projection  approximates  $43  million.   Reversions  in 
excess  of  those  anticipated,  partially  offset  by  unanticipated  supple- 
mental appropriations  raise  the  anticipated  surplus  to  $47.5  million. 
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Employee  Pay  Alternatives 

At  the  time  the  executive  budget  was  completed,  the  executive  and 
employee  bargaining  units  had  not  agreed  to  a  wage  settlement.   The 
executive  budget  contains  a  "contingency  reserve"  to  finance  whatever 
agreement  may  be  reached . 

The  following  analysis  examines  a  few  of  the  options  the  legis- 
lature has  in  granting  employee  pay.   We  do  not  recommend  a  particular 
option. 

Major  factors  to  be  considered  in  determining  levels  of  state 
employee  compensation  are: 

1.  Comparisons  of  present  state  employee  pay  with  the  compensa- 
tion of  similar  positions  in  other  regional  states  and  in  Montana  pri- 
vate industry; 

2.  Estimated  rates  of  inflation  to  be  experienced  through  fiscal 
1979. 

The  division  of  personnel  has  surveyed  several  regional  states  as 
well  as  private  industry  in  Montana  to  determine  comparative  wages  paid. 
Our  review  of  that  survey  indicates  that  Montana  state  employees  generally 
are  paid  within  the  ranges  paid  in  other  states  and  in  private  industry. 
However,  there  seems  to  be  a  tendency  for  the  state  to  "underpay"  middle 
and  senior  management  positions  in  relation  to  those  positions  in  other 
states . 

Our  estimate  of  the  consumer  price  index  through  1979  indicates 
that  inflation  should  be  marginally  below  six  percent  annually. 
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Based  on  these  estimates  it  would  seem  that,  if  state  employees  on 
the  average  received  an  increase  in  take-home  pay  above  six  percent, 
their  standard  of  living  would  be  increased  over  the  course  of  the 
biennium. 

Major  alternative  methods  of  granting  pay  increases  include: 

1.  Altering  the  pay  matrix; 

2.  Raising  the  contribution  to  health  insurance  from  the  present 
$10  per  month; 

3.  Lowering  employees'  percentage  contribution  to  the  retirement 
system. 

We  have  calculated  several  combinations  of  the  alternatives  for 
different  grades  of  positions.   The  calculations  illustrate  a  one-year 
increase  only.   The  alternatives  are  summarized  below. 

1.  One-Step  Increase.   The  increased  cost  to  the  state  ranges 
from  2.3  percent  at  grade  five  to  1.3  percent  at  grade  20.   The  percen- 
tage increase  falls  at  the  top  levels  because  the  one-step  increase  is 
frozen  at  just  above  $300  per  year  above  grade  13. 

The  take-home  pay  increases  at  the  same  percentage  as  the 
gross  pay  until  grade  15  when  graduated  income  tax  schedules  serve  to 
dampen  the  percentage  increase  of  take-home  pay. 

2.  One-Step  Plus  10  Percent  Matrix  Increase.   The  increased  cost 
to  the  state  approximates  12.5  percent  through  grade  15.   By  grade  20  it 
falls  to  11.4  percent  because  of  the  relatively  smaller  step  increase  at 
that  level. 

The  take-home  increase  ranges  from  13.2  percent  at  grade  5  to 
10.5  percent  at  grade  20. 
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3.  One-Step  Plus  $20  Per  Month  Increased  Health  Insurance  Con- 
tribution.  The  increased  cost  to  the  state  ranges  from  5.7  percent  at 
grade  5  to  2.2  percent  at  grade  20.   The  lower  percentage  increase  at 
the  top  is  due  to  applying  a  constant  dollar  increase  to  increasing 
levels  of  income. 

The  increased  take-home  ranges  from  7.8  percent  at  grade  5  to 
2.5  percent  at  grade  20. 

It  should  be  noted  that  the  increased  percentage  of  state  cost 
is  less  than  the  percentage  increase  of  take-home  pay.   The  state  is 
increasing  take-home  pay  at  lower  cost  in  this  alternative  because  most 
of  the  increase  is  not  taxed. 

4.  One-Step  Plus  Three  Percent  Decrease  in  Employee  Contributions 
to  Retirement  Systems.  The  increased  state  cost  ranges  from  4.5  percent 
at  grade  5  to  3.5  percent  at  grade  20.  The  range  of  increased  take-home 
pay  is  from  6.7  percent  to  5.6  percent. 

This  alternative  also  would  allow  the  state  to  fund  an  increase 
relatively  inexpensively.   (The  state  percentage  contribution  increases 
by  2.4  percent.) 

5.  One-Step  Plus  $20  Health  Contribution  Increase  Plus  Three 
Percent  Decreased  Employee  Retirement  Contribution.   The  increased  state 
cost  ranges  from  7.9  percent  at  grade  5  to  4.3  percent  at  grade  20. 
Take-home  pay  increases  from  12.2  percent  to  7.0  percent. 

These  alternatives  clearly  illustrate  that  the  state  can  fund 
a  given  increase  less  expensively  by  increasing  fringe  benefits  rather 
than  increasing  the  salary  matrix. 
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The  table  below  illustrates  the  point, 


Increased  Increased 

State  Cost  Employoe  Take-Home 


Grade  20 


One  Step  +  6  Percent  Matrix  $2,085  $1,151 

One  Step  +  3%  PERS  +  $20  Health  1,217  1,185 

Grade  5 

One  Step  +  9.6  Percent  Matrix  854  530 

One  Step  +  3%  PERS  +  $20  Health  556  532 


The  following  table  shows  the  increases  over  the  biennium  to  a  grade 
11  employee  (approximately  the  average  salary)  if  the  position  received 
an  annual  step  increase  plus  $20  increase  per  month  health  insurance 
contribution  and  three  percent  decrease  in  employee  retirement  costs. 


Fiscal       Fiscal       Fiscal  Increase 

1977         1978         1979  1977-1979 

Dollars    Percent 

Matrix  $10,857      $11,113      $11,369     $  512       4.7 

Cost  to  State        12,268       13,064       13,360      1,092       8.9 
Take-Home  7,596        8,343        8,525        929      12.2 


The  figures  illustrate  that  this  alternative  would  increase  take-nome 
compensation  by  over  six  percent  annually  and  cost  the  state  only  4.4 
percent  annually  to  fund. 

This  option  would  cost  the  general  fund  an  additional  $6  million 
by  fiscal  1979  as  detailed  below. 
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Cost  Estimate  of  Employee  Pay  Alternative 
Based  on  Grade  11  (Median  Pay  Grade) 


Matrix 
Benefits 

Amount  Included  in  Budget 
Cost  With  Added  Benefits 

Additional  Costs 


Fiscal 
1978 

$11,113 
1,445 

$12,558 
13,064 

$506 


Fiscal 
1979 

$11,369 

1,478 

$12,847 
13,360 

$513 


Comprised  of: 

Health  Insurance 
PERS  Contribution 


$240 
266 

$506 


$240 
273 

$513 


Estimated  Cost  to  State 
Total  Cost 
General  Fund  Cost 


$7,337,000 
$5,869,600 


$7,438,500 
$5,950,800 
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Grade  5 


Increase  1  Step 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


Step  1 


Step  2 


$  Increase 


6,229 

$6,373 

$144 

7,038 

7,201 

163 

4,362 

4,463 

101 

2.3 
2.3 
2.3 


1  Step  &  10%  Matrix  Increase 


Matrix  Pay 

$6,229 

$7,010 

$781 

12.5 

Cost  to  State 

7,038 

7,921 

883 

12.5 

Take  Home  to  Employee 

4,362 

4,939 

577 

13.2 

1  Step  &  $20/Mo.  Increase  in  Health 

Matrix  Pay 

$6,229 

$6,373 

$144 

2.3 

Cost  to  State 

7,038 

7,441 

403 

5.7 

Take  Home  to  Employee 

4,362 

4,703 

341 

7.8 

1  Step  +  2.4%  Added  State 

Contribution  to  PERS 

Matrix  Pay 

$6,229 

$6,373 

$144 

2.3 

Cost  to  State 

7,038 

7,354 

316 

4.5 

Take  Home  to  Employee 

4,362 

4,654 

292 

6.7 

1  Step  +2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 

$6,229 
7,038 
4,362 

$6,373 
7,594 
4,894 

$144 
556 
532 

2.3   , 
7.9 
12.2 
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Grade  7 

Step  1 

Step  2 

$  Increase 

%  Increase 

Increase  1  Step 

Matrix  Pay                           $7,500 

$7,677 

$177 

2.4 

Cost  to  State                          8,475 

8,675 

200 

2.4 

Take  Home  to  Employee                   5,283 

5,407 

124 

2.3 

1  Step  +  10%  Matrix  Increase 

;  Matrix  Pay                            $7,500 

$8,445 

$  945 

12.6 

Cost  to  State                         8,475 

9,543 

1,068 

12.6 

Take  Home  to  Employee                   5,283 

5,941 

658 

12.5 

1  Step  +  $20/Mo.  Increase  in  Health 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$7,500 

$7,677 

$177 

8,475 

8,915 

440 

5,283 

5,647 

364 

2.4 
5.2 
6.9 


1  Step  +2.4%  Added  State 
Contribution  to  PERS 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


7,500 

$7,6^, 

$177 

8,475 

8,859 

384 

5,283 

5,637 

354 

2.4 
4.5 
6.7 


1  Step  +2.4%  Added  PERS 
+  $20  Increase  in  Health 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$7,500 

$7,677 

$177 

2.4 

8,475 

9,099 

624 

7.4 

5,283 

5,877 

594 

11.2 
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Grade  9 


Increase  1  Step 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


Step  1 


Step  2 


$  Increase 


$  9,022 

$  9,238 

$216 

10,195 

10,439 

244 

6,333 

6,479 

146 

%  Increase 


2.4 
2.4 
2.3 


1  Step  +  10%  Matrix  Increase 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$  9,022 

$10,162 

$1,140 

10,195 

11,483 

1,288 

6,333 

7,122 

789 

12.6 
12.6 
12.5 


1  Step  +  $20/Mo.  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$  9,022 

$  9,238 

$216 

10,195 

10,679 

484 

6,333 

6,719 

386 

2.4 
4.7 
6.1 


1  Step  +2.4%  Added  State 
Contribution  to  PERS 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$  9,022 

$  9,238 

$216 

10,195 

10,661 

465 

6,333 

6,756 

423 

2.4 
4.6 
6.7 


1  Step  +2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$  9,022 

$  9,238 

$216 

10,195 

10,901 

706 

6,333 

6,996 

663 

2.4 

6.9 

10.5 
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Grade  11 


Step  1 


Step  2 


$  Increase 


%  Increase 


Increase  1  Step 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$10,857 

$11,113 

$256 

12,268 

12,558 

290 

7,596 

7,770 

174 

2.4 
2.4 
2.3 


1  Step  +  10%  Matrix  Increase 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$10,857 

$12,224 

$1,367 

12,268 

13,813 

1,545 

7,596 

8,527 

931 

12.6 
12.6 
12.3 


1  Step  +  $20/Mo.  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$10,857 

$11,113 

$256 

12,268 

12,798 

530 

7,596 

8,010 

414 

2.4 
4.3 
5.5 


1  Step  +  2.4%  Added  State 
Contribution  to  PERS 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$10,857 

$11,113 

$256 

12,268 

12,824 

556 

7,596 

8,103 

507 

2.4 
4.5 
6.7 


1  Step  +  2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$10,857 

$11,113 

$256 

12,268 

13,064 

796 

7,596 

8,343 

747 

2.4 
6.5 
9.8 


3y 


Page  10  -  employee  pay  alternatives 

Grade  13 


Increase  1  Step 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


Step  1 


Ster 


$  Increase 


13,073 

$13,381 

$308 

14,772 

15,120 

348 

9,105 

9,306 

201 

2.4 
2.4 
2.2 


1  Step  +  10%  Matrix  Increase 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$13,073 

$14,719 

$1,646 

14,772 

16,632 

1,860 

9,105 

10,174 

1,069 

12.6 
12.6 
11.7 


1  Step  +  $20/Mo.  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$13,073 

$13,381 

$308 

14,772 

15,360 

588 

9,105 

9,546 

441 

2.4 
4.0 
4.8 


1  Step  +  2.4%  Added  State 
Contribution  to  PERS 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$13,073 

$13,381 

$308 

14,772 

15,442 

670 

9,105 

9,707 

602 

2.4 
4.5 
6.6 


1  Step  +2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$13,073 

$13,381 

$308 

14,772 

15,682 

910 

9,105 

9,947 

842 

2.4 
6.2 
9.2 
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Grade  15 


Increase  1  Step 


Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


1  Step  +  10%  Matrix  Increase 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


Step  1 


Step  2 


$  Increase 


$15,722 

$16,050 

$328 

17,766 

18,137 

371 

10,850 

11,044 

194 

15,722 

$17,655 

$1,933 

17,766 

19,950 

2,184 

10,850 

12,174 

1,324 

%  Increase 


2.1 
2.1 
1.8 


12.3 
12.3 
12.2 


1  Step  +  $20/Mo.  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$15,722 

$16,050 

$328 

17,766 

18,377 

611 

10,850 

11,284 

434 

2.1 
3.4 
4.0 


1  Step  +  2.4%  Added  State 
Contribution  to  PERS 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$15,722 

$16,050 

$328 

17,766 

18,522 

756 

10,850 

11,526 

676 

2.1 
4.3 
6.2 


1  Step  +  2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$15,722 

$16,050 

$328 

17,766 

18,762 

996 

10,850 

11,766 

916 

2.1 
5.6 

8.4 
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Grade  20 


Increase  1  Step 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


Step  1 


Step  2 


$  Increase 


24,980 

$25,307 

$327 

28,227 

28,597 

370 

16,989 

17,175 

186 

%  Increase 


1.3 
1.3 

1.1 


1  Step  4-  10%  Matrix  Increase 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$24,980 

$27,838 

$2,858 

28,227 

31,457 

3,230 

16,989 

18,765 

1,776 

11.4 
11.4 
10.5 


1  Step  +  $20/Mo.  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$24,980 

$25,307 

$327 

28,227 

28,837 

610 

16,989 

17,415 

426 

1.3 
2.2 
2.5 


1  Step  +2.4%  Added  State 
Contribution  to  PERS 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


24,980 

$25,307 

$327 

28,227 

29,204 

977 

16,989 

17,934 

945 

1.3 

3.5 
5.6 


1  Step  +2.4%  Added  PERS 
+  $20  Increase  in  Health 

Matrix  Pay 

Cost  to  State 

Take  Home  to  Employee 


$24,980 

$25,307 

$   327 

28,227 

29,444 

1,217 

16,989 

18,174 

1,185 

1.3 

4.3 
7.0 
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LEGISLATURE 

Office  of  Legislative  Auditor 

Actual    Appropriated    Agency  Request    %  Change 
Fiscal       Fiscal     Fiscal      Fiscal   Biennium 
1976         1977       1978        1979   1977  -  79 

FTE  30.0         34.0       46.0        58.0 

Fund  Source 

General  Fund                $692,150    $   740,925  $1,095,214  $1,291,024   66.5 
Other  Funds-Budget  Amended     79,4501      304,306  (100-0) 

Total  Funds  $771,600    $1,045,231   $1,095,214  $1,291,024   31.3 

General  Fund  Reversion       $121,182 

Expenditures  By  Object 

Personal  Services  $474,836    $  619,437   $  840,464  $1,031,624   71.1 

Operating  Expenses  169,938       419,598     244,650    254,650   (15.31) 

Capital  5,644         6,196      10,100      4,750   25.4 

Total  Expenditures  $650,418    $1,045,231   $1,095,214  $1,291,024   40.7 

1.  Revolving  fund  authority  established  during  fiscal  1976  for  the  purpose  of 
charging  these  federally  and  earmarked  funded  agencies  the  cost  of  audits. 

2.  General  fund  balance  transfers  totalling  $121,171  were  approved  by  the 
legislative  audit  committee.  An  additional  $183,225  in  revolving  fund 
authority  was  established  by  the  committee  for  fiscal  1977. 

The  agency  is  requesting  an  overall  expenditure  increase  of  40.7 
percent  over  the  1977  biennium  and  24  additional  FTE  positions. 

The  agency  expects  to  conduct  a  "financial/compliance"  audit  on 
every  state  agency  within  the  biennium  period,  and  annually  audit  the 
treasurer's  function,  board  of  investments,  liquor  division  and  the 
department  of  administration  central  control  functions. 

The  funding  allows  for  a  100  percent  general  fund  supported  pro- 
gram.  It  is  anticipated  that  agreements  with  federal  authorities  will 
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be  made  regarding  the  charging  of  audit  costs  against  those  federally 
funded  agencies,  with  reimbursement  to  the  general  fund.   The  same 
agreement  would  be  made  for  earmarked  revenue  agencies.   The  office 
anticipates  $600,000  in  federal  and  earmarked  funds  to  be  reimbursed  to 
the  general  fund  during  the  biennium. 

More  auditing  will  be  conducted  by  staff  auditors  for  the  next 
biennium  under  the  request.   Contracted  audits  will  be  reduced  from  the 
current  biennium  amount  of  40  to  10  or  12  for  the  next  biennium.   This 
change  from  contracted  audits  to  staff  audits  requires  additional  auditors. 

The  added  staff  is  increased  by  12  per  year:   eight  FTE  for  "fi- 
nancial/compliance" audits,  two  FTE  for  "program"  audits,  and  two 
clerical. 
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Legislative  Council 


Fiscal 
1979 

FTE 

39.58 
41.58 

General  Fund 

$1,807,634 
1,917,859 

$(110,225) 

Other  Funds 
-0- 

Total  Funds 

$1,8  >7, 634 
1,917,859 

(2.0) 

$(110,225) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  is  due  to  our  recommendation  to  include  the  Montana 
administrative  code  staff  and  function  as  part  of  the  council  function 
rather  than  as  a  part  of  the  office  of  secretary  of  state. 
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Legislative  Council 


FTE 

Fund  Source 

General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 


1977  Biennium 


32.25 


$1,384,293 


$804,363 
561,536 


Total  Operating  Costs   $1,365,899J 


1979  Biennium 
Agency  Request 

41.58* 


$1,917,859 


$1,039,081 
878,778 

$1,917,859 


%  Change 
Biennium 
1977  -  79 


38.5 


29.2 
56.5 

40.4 


1.  This  figure  represents  actual  FY-76  expenditures  and  the  FY-77  allocation. 
The  difference  of  $18,394  represents  the  unexpended  FY-76  balance  which 
is  available  for  expenditure  in  FY-77. 

*  FTE  drops  to  35.08  in  fiscal  1979. 

The  council's  1979  biennium  budget  request  reflects  an  increase  of 
38.5  percent  over  the  1977  biennium.   The  funding  for  the  travel  and 
operations  of  the  administrative  code  committee,  printing  the  1977 
session  supplements  to  the  revised  codes  of  Montana  are  new  for  the  1979 
biennium,  as  is  the  expanded  data  processing  for  FY-78  and  printing  the 
recodified  statutes  in  FY-79.   When  these  new  and  expanded  services  are 
adjusted  from  the  base,  the  current  level  services  increases  9.6  percent 
over  the  1977  biennium. 

We  are  recommending  that  the  Montana  administrative  code  program 
and  staff  be  reassigned  from  the  secretary  of  state's  office  to  the 
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legislative  council.   The  following  figures  are  included  in  recommended 
funding  of  the  council. 

Fiscal  1978         Fiscal  1979 

FTE  2.0  2.0 

Personal  Services 

Contracted  Services 

Supplies  &  Materials 

Communication  &  Transportation 

Travel 

Rent 

Total  $54,940  $55,285 


$29: 

,200 

19, 

,250 

620 

3, 

,750 

440 

1, 

,680 

$29; 

,735 

19. 

,250 

620 

3. 

,800 

200 

1, 

,680 
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Legislative  Finance  Committee 
Office  of  Legilative  Fiscal  Analyst 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


Actual 

Fiscal 

1976 

7.0 


$164,027 
4,731 


$121,081 

36,640 

6,306 

$164,027 


Appropriated 

Fiscal 

1977 

7.0 


$145,172 

32,450 

3,750 


Agency  Request    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


8.0 


$181,372    $224,353 


$176,641 

44,712 

3,000 


9.0 


$256,395  39.2 


$197,711  40.6 
55,684  45.3 
3,000  (40.3) 


$181,372    $224,353 


$256,395   39.2 


The  legislative  fiscal  analyst  is  requesting  an  increase  of  39 
percent  over  the  1977  biennium.   The  growth  is  in  three  areas:   com- 
mittee costs,  two  additional  FTE,  and  the  appropriate  placing  of  staff 
members  on  the  state  pay  plan. 

Committee  Costs:   Committee  members  are  to  be  reimbursed  for  ex- 
penses at  $40  per  diem,  and  compensation  has  been  increased  from  $20  to 
$32  per  meeting  day.   The  increases  represent  $10,480  in  fiscal  1978  and 
$24,340  in  fiscal  1979  (16  meeting  days  and  25  meeting  days,  respectively). 

Additional  FTE:   One  FTE  revenue  analyst  in  fiscal  1978  and  one  FTE 
assistant  analyst  in  fiscal  1979  are  requested.   These  additions  cost 
$18,773  in  fiscal  1978  and  $34,393  in  fiscal  1979.   These  costs  include 
salary,  benefits,  travel,  equipment  and  other  related  expenses. 
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Pay  Plan:   Due  to  apparant  underclassification  of  office  employees, 
positions  are  presently  underpaid  by  about  two  grades  as  compared  to  the 
executive  budget  office.   The  positions  would  be  upgraded  upon  a  po- 
sition-by-position evaluation  and  approval  of  the  committee.   Costs  are 
$20,711  in  fiscal  1978  and  $20,915  in  fiscal  1979. 

These  three  items  account  for  96  percent  of  the  increases  requested. 
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FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


LEGISLATURE 
Environmental  Quality  Council 


Actual 

Appropriated 

Agency 

Request 

%  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Biennium 

1976 

1977 

1978 

1979 

1977  -  79 

$139,555 
2,055 


$  97,872 
41,683 

$139,555 


$148,806 


$115,594 
33,212 

$148,806 


$166,698   $187,665    22.9 


$120,198   $129,315    16.9 
46,500     58,350    40.0 

$166,698   $187,665    22.9 


This  agency  requests  a  general  fund  increase  of  22  percent  over  the 
1977  biennium  appropriation. 

By  category,  the  biennium  increases  are: 


Personal  Services 
Contracted  Services 
Supplies  &  Maintenance 
Communications  & 
Transportation 
Travel 
Rent 

Repair  &  Maintenance 
Other 

Total 


1977  Biennium 


$288,361 


1979  Biennium 


$355,083 


%  Increase 


$213,466 

$250,233 

17.2 

39,243 

45,500 

15.9 

1,955 

3,000 

53.5 

6,467 

9,500 

46.9 

16,656 

25,500 

53.1 

6,661 

15,200 

* 

936 

1,900 

103.0 

2,977 

4,250 

42.8 

23.1 


*  The  rent  costs  are  being  renegotiated.   Any  additional  amounts  in 
addition  to  the  above  for  the  1979  biennium  will  be  requested  during 
the  1977  session.   No  FY-77  allocation  has  been  made  for  rent. 
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The  increases  for  the  1979  biennium  are  for  increased  number  of 
meetings,  special  printing  requirement  in  FY-79,  postage  increases  per 
budget  office  directive,  increased  travel  costs  due  to  increased  meet- 
ings, and  expansion  of  environmental  data  publications. 
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FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


LEGISLATURE 
Consumer  Counsel 


Actual 

Appropriated 

Agency 

Request 

%  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Biennium 

1976 

1977 

1978 

1979 

1977  -  79 

3.25 


$125,753 
30,669 

$156,422 


$  62,267 
94,155 

$156,422 


3.25 


$  64,150 
64,247 


4.0 


4.0 


$128,397    $146,675    $155,065   18.7 
-0-         -0-         -0-   (100.0) 


$128,397    $146,675    $155,065    5.9 


$  85,403 
61,272 


$  93,793   41.7 
61,272   (22.6) 


$128,397    $146,675    $155,065    5.9 


The  consumer  counsel  1979  biennium  budget  is  requested  to  increase 
18.7  percent  over  the  1977  biennium  as  originally  appropriated  and  only  a 
5.9  percent  increase  over  the  1977  biennium,  as  actually  experienced  to  date. 

The  FY-76  original  appropriation  of  $125,753  was  amended  by  $40,000 
by  the  counsel  to  cover  unexpected  costs  of  expert  witnesses  due  to 
several  matters  before  the  public  service  commission  during  FY-76.   It 
is  anticipated  that  the  need  for  expert  witnesses  will  lessen  in  the 
1979  biennium,  and  the  budgeted  amounts  for  FY-78  and  79  reflect  de- 
creases from  the  actual  FY-76  expenditures. 

The  counsel  is  budgeting  personal  services  for  summer  part-time 
clerical  help,  and  a  six  month  law  student  intern  for  each  year. 

The  counsel  is  funded  from  a  fee  based  on  a  fraction  of  the  gross 
operating  revenues  of  companies  regulated  by  the  public  service  commission. 
The  department  of  revenue  sets  the  rate  of  the  fee  to  be  collected  after 
the  legislature  sets  the  approjnri«tion  (see  Section  70-709,  R.C.M. 
1947). 


OFFICE  OF  THE  GOVERNOR 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 
FTE 

General  Fund 

Other  Funds 

Total  Funds 

62.5 

$3,027,871 

$155,162 

$3,183,033 

61.5 

2,991,227 

155,162 

3,146,389 

1.0 

$36,644 

-0- 

$36,644 

The  only  difference  in  the  amount  requested  is  due  to  our  recom- 
mendation that  one  additional  FTE  budget  analyst  not  be  provided  the 
office  of  budget  and  program  planning. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


OFFICE  OF  THE  GOVERNOR 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

117.24 


$1,561,197 
540,722 
428,640 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


112.48 


$1,728,554 
538,703 
246,687 


68.25 


$1,492,064 
155,162 


61.50 


$1,499,163 


$1,572,644  $1,709,167  $1,254,988 

724,816      644,087  385,218 

16,986        8,367  7,020 

$2,314,446  $2,361,621*  $1,647,226 

17,282,977  28,117,718 


$1,158,320 
333,973 

6,870 


$19,597,423   $30,479,339 


N/A 


N/A 


(9.1) 
(100.0) 
(100.0) 


$2,530,559   $2,513,944*   $1,647,226   $1,499,163    (37.6) 

101,817 
153,104 


(26.5) 
(47.5) 
(45.2) 


$1,499,163    (32.7) 


N/A 


*  Totals  do  not  agree  due  to  manpower  planning,  office  of  budget  and  program  planning, 
and  local  government  commission  reconciliation  of  funds.   See  program  analysis. 


Summary 

The  Governor's  office  is  undergoing  substantial  reorganization  from 
the  1977  biennium. 

Major  Changes: 

1.  Subprograms  within  the  Governor's  immediate  office  (commerce 
and  trade,  Glasgow  project,  and  youth  development  program)  are  being  re- 
assigned to  the  department  of  community  affairs. 

2.  The  federal/state  coordinator  will  be  assigned  as  part  of  the 
Governor's  immediate  office  rather  than  a  separate  program. 

3.  Governor's  manpower  advisory  council  and  staff  are  being  re- 
assigned as  part  of  the  department  of  labor  and  industry. 

55 


Page  3  -  Governor 

4.  The  Lieutenant  Governor's  office  expenditures  are  reduced  due 
to  the  establishment  of  a  separate  energy  office. 

5.  Commission  on  local  government  statutorily  terminates  on  June 
30,  1977. 

6.  Mental  health  advisory  council  and  board  of  visitors  are  re- 
quested to  be  reassigned  for  administrative  purposes  to  the  department 
of  institutions. 

7.  An  energy  and  resource  policy  program  has  been  established  by 
executive  order  6-76,  and  is  made  up  of  resources  from  the  former  Lieutenant 
Governor's  office  and  the  fuel  allocation  program,  civil  defense  division, 
department  of  military  affairs. 

The  net  effect  of  the  requested  changes  is  an  overall  reduction  of 
32.7  percent  in  total  expenditures  from  the  1977  biennium. 


Executive  Office 


Actual 

Appropriated 

LFA  1 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

LFA  Recommended    %  Change 
Fiscal   Biennium 
1979   1977  -  7< 


FTE 

Fund  Source 


18.0 


14.0 


16.5 


16.5 


General  Fund 

$373,766 

$397,345 

$519,933 

$524,896 

35.5 

Other  Funds-Appropriated 

6,4841 

2,8383 
$400,183 

(100.0) 

Other  Funds-Budget  Amended 

307,486z 
$687,736 

(100.0) 

Total  Funds 

$519, 9334 

$524, 8964 

(4.0) 

Appropriation  Balance 

110,721 

Expenditures  By  Object 

Personal  Services 

$314,002 

$265,376 

$349,343 

$354,274 

21.4 

Operating  Expenses 

258,623 

132,807 

168,106 

168,138 

(14.1) 

Capital 

4,390 

2,000 

2,484 

2,484 

(22.3) 

Total  Expenditures 

$577,015 

$400,183 

$519,933 

$524,896 

6.9 
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Summary-Continued 

1.  Program  transfer  from  office  of  budget  and  program  planning  -  general  fund. 

2.  Budget  amendments  1,  6,  99  and  150-76  added  funds  for  commerce  &  trade,  Glasgow 
project,  and  CETA  funds. 

3.  Various  amendments  have  been  processed  to  carry  the  funds  remaining  from  fiscal 
1976  into  fiscal  1977  based  on  the  grant  year  of  the  original  amendment. 

(B.A.  78,  113  and  147-77,  for  commerce  and  trade  and  Glasgow  project,  totalling 
$269,846  in  authority). 

4.  1979  biennium  totals  include  office  of  federal/state  coordinator  which  was  not 
included  in  1977  biennium. 

The  executive  office  is  recommended  to  receive  an  expenditure  in- 
crease of  6.9  percent,  made  up  of  a  34.7  percent  increase  in  general 
funds  and  a  total  elimination  of  federal  funds  for  the  1979  biennium. 

Subprograms  commerce  and  trade,  the  Glasgow  project,  and  the  youth 
development  program  are  being  reassigned  to  the  department  of  community 
affairs. 

The  reason  for  the  large  increase  in  general  funds  is  the  incor- 
portion  of  the  federal/state  coordinator  program  as  part  of  the  executive 
office  for  the  next  biennium.   When  that  program  is  factored  into  the 
1977  biennium,  the  general  fund  increase  for  the  1979  biennium  is  only 
8.45  percent. 
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Mansion  Maintenance 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


2.25 

$42,775 
2,040 


2.25 


$45,686 


2.25 


$50,323 


2.25 


$50,834 


14.4 


$23,127 

$28,217 

$28,845 

$29,241 

17,506 

17,209 

19,863 

19,978 

102 

260 

1,615 

1,615 

$40,735 


$45,686 


$50,323 


$50,834 


13.1 

14.8 
792.0 

17.1 


The  mansion  maintenance  program  is  requesting  an  increase  of  17.1 
percent  in  general  funds  for  the  1979  biennium.  The  major  increase  is 
in  capital-equipment  to  replace  household  equipment  and  furnishings. 


Federal/State  Coordinator 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 


4.0 


4.0 


General  Fund 

$93,900 

$102,653 

-0- 

-0- 

(100.0) 

Reversion-General  Fund 

10,691 

Expenditures  By  Object 

Personal  Services 

$60,983 

$  76,897 

-0- 

-0- 

(100.0) 

Operating  Expenses 

21,840 

25,370 

-0- 

-0- 

(100.0) 

Capital 

386 

386 

-0- 

-0- 

(100.0) 

Total  Expenditures 

$83,209 

$102,653 

-0- 

-0- 

(100.0) 
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This  program  is  being  incorporated  into  the  executive  office  with 
2.5  FTE  rather  than  the  budgeted  4.0. 

Office  of  Budget  and  Program  Planning 


FTE 


Fund  Source 


Actual 

Fiscal 

1976 

38.49 


Appropriated      LFA  Recommended    %  Change 
Fiscal       Fiscal       Fiscal   Biennium 
1977         1978         1979   1977  -  79 


34.25' 


29.25 


29.25 


General  Fund 

$559,780 

$626,096 

$617,632 

$614,778 

3.9 

Other  Funds-Appropriated 

132,000 

99,000 

(100.0) 

Other  Funds-Budget  Amended 

22,485 
$714,265 

106, Oil2 
$831, 1073 

(100.0) 

Total  Funds 

$617,633 

$614,778 

(20.3) 

Reversion-General  Fund 

15.7181 

Appropriation  Balance 

24,192 

Expenditures  By  Object 

Personal  Services 

$565,527 

$538,366 

$524,484 

$532,829 

(4.2) 

Operating  Expenses 

94,107 

126,442 

90,378 

79,178 

(23.1) 

Capital 

8,237 

1,299 

2,771 

2,771 

(41.9) 

Total  Expenditures 

$667,871 

$666, 1073 

$617,633 

$614,778 

(7.6) 

1.  Total  reversion  would  have  been  $22,202.   $6,484  transferred  to  executive 
program  during  fiscal  1976. 

2.  Budget  amendments  107  and  117-77  added  $106,011  for  continuation  of  one  FTE 
per  H.B.  643  and  one  additional  accounting  clerk,  and  two  FTE  to  conduct  an 
evaluation  of  deinstitutionalization  in  Montana  through  fiscal  1977 .   The  net 
decrease  from  fiscal  1976  to  1977  of  8.24  FTE  is  due  to  the  elimination  of 
the  human  resources  project. 

3.  Difference  is  due  to  this  program  not  accounting  for  the  human  resources 
program  for  FY-77  ($165,000)  and  8.24  FTE  associated  with  the  program. 


The  office  is  recommended  to  receive  an  overall  expenditure  de- 
crease of  7.6  percent  for  the  1979  biennium  with  a  small  increase  (3.9 
percent)  in  general  funds.   The  decrease  is  attributed  primarily  to  the 
termination  of  the  human  resources  project  in  fiscal  1977.   Eight  FTE 
positions  are  being  eliminated  in  fiscal  1977  as  a  result  of  the  termination, 
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and  the  office  expects  to  revert  the  $66,000  in  general  funds  originally 
appropriated  for  the  project. 

The  staff  reduction  for  the  1979  biennium  is  due  to  the  elimination 
of  four  FTE  added  by  amendments  in  fiscal  1977,  four  current  level  FTE 
that  are  not  being  requested  for  the  next  biennium,  and  the  addition  of 
three  new  FTE  (program  analyst  for  long-range  building  program  per 
H.B.  643,  clerk-typist  III  for  annex  building,  and  one  research  spe- 
cialist for  program/research  unit.) 

Funds  are  not  recommended  for  one  additional  FTE  (budget  analyst) 
based  on  the  current  workload.   If  legislation  is  passed  to  increase  the 
activity  in  the  priority  budgeting  system  or  increase  this  office's 
responsibilities,  an  additional  position  may  be  needed. 

The  1979  biennium  funds  allow  for  the  revenue  estimating  function 
to  reside  in  this  office  rather  than  the  research  division  of  the  de- 
partment of  revenue. 
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Governor's  Manpower  Advisory  Council 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

12.50 


$252,238 


$166,823 

162,537 

2,156 


Appropriated 

Fiscal 

1977 

18.75 


$270,577 


$243,049 

133,156 

3,250 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


$331, 5161    $379, 4551 
$17,248,990  $28,117,718 

$17,580,506   $28,497,173 


(100.0) 


(100.0) 
(100.0) 
(100.0) 

(100.0) 
(100.0) 

(100.0) 


1.  Totals  do  not  coincide.   H.B.  286,  1975  session,  appropriated  $252,238  and  $270,577 
to  this  program.   The  additional  funds  are  derived  from  a  non-appropriated  federal 
and  private  grant  clearance  fund. 


This  program  is  being  reassigned  to  the  department  of  labor  and 
industry  for  the  1979  biennium  by  the  executive. 
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Fiscal 

Fiscal 

1976 

1977 
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Lieutenant  Governor's  Office 

LFA  Recommended    %  Change 
Fiscal       Fisc.il   Biennium 
1978         1979   1977  -  7S 

FTE  5.0  9.03        10.75         4.0 

Fund  Source 

General  Fund  $129,254     $  65.8951    $104,748     $105,689    7.8 

Other  Funds-Appropriated  155,162 

Other  Funds-Budget  Amended     46,229      137,838     (100.0) 

Total  Funds  $175,483     $203,733     $259,910     $105,689   (3.6) 

Reversion-General  Fund         33,628 

Expenditures  By  Object 

Personal  Services           $  80,327     $151,065     $203,366     $  89,139   26.4 
Operating  Expenses            27,541       52,318       56,544       16,550   (8.5) 
Capital  350     (100.0) 

Total  Operating  Costs      $107,868     $203,733     $259,910     $105,689   17.3 
Non-Operating  Costs-Grants   33  ,987 

Total  Expenditures  $141,855     $203,733     $259,910     $105,689     5.8 

1.  $69,811  transferred  to  energy  and  resource  policy  office  by  executive  order  6-76, 
July  1,  1976,  from  original  general  fund  appropriation  of  $135,706. 

2.  Budget  amendment  146-77  added  $137,838  in  federal  funds  for  the  Northern  Powder 
River  Basin  Regional  Environmental  Impact  statement. 

This  office  will  receive  a  total  of  $293,000  in  federal  funds  for 
the  purpose  of  preparing  a  "Northern  Powder  River  Basin  Regional  Environ- 
mental Impact  Statement"  for  coal  development  during  fiscal  1977  and 
1978.   A  total  of  9  FTE  will  be  utilized  over  the  period  October  1976 
(FY-77)  through  completion  in  March  1978  (FY-78) . 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Citizens  Advocate 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

2.5 

$47,819 

4,708 

$52,527 

3,987 
796 


$47,744 


2.5 


$50,592 
3,900] 


$54,492 


2.5 


$56,865 


$56,865 


$54,492 


$56,865 


2.5 


$57,095 


$57,095 


11.4 
(100.0) 
6.5 


$28,405 

$31,366 

$34,728 

$35,306 

17.2 

19,215 

22,986 

21,987 

21,789 

3.7 

124 

140 

150 

(43.2) 

$57,095 


11.5 


1.  $3,900  in  general  fund  balance  transferred  from  fiscal  1976  reversion  (BT-36-77) 

We  recommend  a  general  fund  increase  of  11.4  percent  from  the  1977 
biennium. 


63 


Page  11  -  Governor 


Mental  Health  Advisory  Council 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  7S 


FTE 

Fund  Source 


,50 


.70 


General  Fund 

$20,000 

$20,000 

Reversion-General  Fund 

1,066 

Expenditures  By  Object 

Personal  Servcies 

$  7,166 

$11,604 

Operating  Expenses 

11,743 

7,804 

Capital 

25 

592 

Total  Expenditures 

$18,934 

$20,000 

(100.0) 


(100.0) 
(100.0) 
(100.0) 


(100.0) 


The  program  is  requested  to  be  reassigned  to  the  department  of 
institutions  for  the  1979  biennium.   Legislation  will  be  introduced  to 
accomplish  the  reassignment. 
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Commission  on  Local  Government 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reverison-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


23.0 


$263,903 

150,000 

47,732 

$461,635 

14,461 
17,395 


$325,545 

103,346 

888 

$429,779 


15.5 


$212,469 
150,000 


$362,469J 


(100.0) 
(100.0) 
(100.0) 

(100.0) 


$205,538 
60,730 


$266,268J 


(100.0) 
(100.0) 
(100.0) 

(100.0) 


1.  Total  appropriation  does  not  coincide  with  expenditures  due  to  the  loss  of  most 
of  the  federal  funds  anticipated  for  this  program. 


The  commission  terminates  on  June  30,  1977.   The  federal  funds  to 
be  received  in  fiscal  1977  will  be  less  than  originally  budgeted. 
Therefore  the  commission  plans  to  release  most  of  the  staff  sometime 
prior  to  the  legal  termination  date  due  to  the  lack  of  funds. 
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Board  of  Visitors 

Actual    Appropriated      LFA  Recommended  %  Change 

Fiscal       Fiscal  Fiscal       Fiscal  Biennium 

1976         1977  1978         1979  1977  -  79 


FTE  1.0  1.0 

Fund  Source 


General  Fund 

$30,000 

$30,000 

Reversion-General  Fund 

20,226 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$   739 

8,357 

678 

$16,113 

13,797 

90 

Total  Expenditures 

$9,774 

$30,000 

(100.0) 


(100.0) 

(ioo. o; 

(100.0) 
(100.0) 


The  program  is  being  reassigned  to  the  department  of  institutions 

for  the  1979  biennium.   Legislation  will  be  introduced  to  accomplish  the 

reassignment . 

Energy  &  Resource  Policy  Office  Program 

LFA  Recommended    %  Change 
Fiscal   Biennium 
1979   1977  -  79 


Actual 

Appropriated 

LFA  I 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

FTE                                      10.5  7.0         7.0 

Fund  Source 

General  Fund                            $177, 8181  $142,562     $145,871 

Other  Funds-Appropriated  15, 226     

Total  Funds                           $193,044  $142,562     $145,871 

Expenditures  By  Object 

Personal  Services                      $141,576  $114,222     $117,531 

Operating  Expenses                       51,468  28,340       28,340 

Total  Expenditures                       $193,044  $142,562     $145,871 

1.  Program  established  by  executive  order  6-76,  July  1,  1976.   General 

funds  were  transferred  from  Lieutenant  Governor  program  and  fuel  allocation 
program,  civil  defense  division,  department  of  military  affairs. 
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This  new  program  was  established  in  fiscal  1977  by  executive  order 
6-76.   The  former  functions  of  the  Montana  energy  advisory  council  and 
the  fuel  allocation  program  of  the  civil  defense  division  have  been 
combined  under  this  program.   The  seven  FTE  staff  will  provide  energy 
planning  assistance  to  the  Governor. 
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Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 
1979 

FTE 

49.0 
43.0 

General  Fund 

$1,976,897 
1,753,952 

$222,945 

Other  Funds 

$150,000 
-0- 

Total  Funds 

$2,126,897 
1,753,952 

6.0 

$150,000 

$372,945 

The  major  reason  for  the  differences  is  our  recommendation  to 
assign  the  central  payroll  function  to  the  department  of  administration 
($239,992  in  general  and  $150,000  in  revolving  funds  and  six  FTE). 
This  adjustment  is  somewhat  offset  by  our  slightly  higher  ($17,047) 
recommendation  for  the  four  remaining  programs. 
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STATE  AUDITOR 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 
Revolving  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


49 

$870,307 
75,000 

$945,307 

147,486 


$573,213 
356,873 

15,221 


49 


$1,056,157 
75,000 


43* 


$882,734* 


43* 


$871,218*   (9.0) 
(100.0) 


$1,131,157   $882,734    $871,218   (16.0) 


$   646,906 

467,291 

16,960 


$576,209 

297,435 

30,090 


$581,033    (5.0) 
276,975   (33.0) 
13,210   35.0 


$945,307   $1,131,157   $882,734    $871,218   (16.0) 


*  Does  not  include  the  costs  or  FTE  allocated  to  the  central  payroll  function. 
This  function  is  discussed  under  the  department  of  administration  analysis. 


Summary 

The  amounts  recommended  represent  a  decrease  of  16.0  percent  from 
the  1977  biennium  for  current  level  services.   However,  not  included  in 
the  recommended  amounts  are  funds  to  maintain  the  central  payroll 
function  which  is  being  recommended  for  transfer  to  the  department  of 
administration . 

The  auditor's  office  reverted  7.4  percent  of  its  fiscal  1976 
general  fund  appropriation.   By  FY-76  the  reversion  increased  to  $133,418, 
or  13.3  percent  of  the  total.   The  fiscal  1977  appropriated  amount  now 
represents  an  increase  of  21.3  percent  over  the  fiscal  1976  actual 
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expenditure.   Substantial  overfunding  is  most  prevalent  in  the  insurance 
regulation  and  licensing  division  where  10.1  percent  of  the  appropriation 
was  reverted  in  fiscal  1975  and  20  percent  in  fiscal  1976.   The  f isi  al 
1977  appropriation  for  that  division  now  represents  an  increase  of  32 
percent  over  fiscal  1976  expenses. 

Fiscal  Management  and  Control 

We  recommend  an  increase  of  5.5  percent  for  the  division  over  the 
1977  biennium.   Salaries  and  wages  were  adjusted  for  turnover,  and  more 
modest  increases  than  requested  are  recommended  for  the  various  operating 
accounts.   Funds  were  not  allowed  for  new  file  cabinets  due  to  the 
allowance  of  a  new  electric  file  in  program  five  which  will  free  up 
several  file  cabinets  for  use  in  fiscal  1978  and  fiscal  1979. 

We  do  not  recommended  that  the  office  issue  warrants  for  the 
worker's  compensation  and  employment  security  divisions  of  the  depart- 
ment of  labor  and  industry  unless  federal  or  earmarked  funds  are  avail- 
able to  cover  the  cost  of  this  expanded  service.   General  funds  should 
not  be  utilized  for  this  purpose.   We  also  do  not  recommended  that  the 
office  issue  warrants  directly  from  accounting  entities  rather  than 
continue  utilizing  a  general  warrant  revolving  account  unless  a  similar 
cost  reduction  can  be  documented  in  the  central  accounting  division,  de- 
partment of  administration. 
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Centralized  Services  Division 

We  recommend  an  increase  of  18.8  percent  for  the  division  over  the 
1977  biennium.   The  division  reverted  7.7  percent  of  its  fiscal  1977  ap- 
propriation and  the  fiscal  1977  appropriation  now  reflects  an  increase 
of  24  percent  over  fiscal  1976  expenses. 

Included  in  the  recommended  amounts  are  funds  for  moving  purposes 
($1,500),  a  mag  card  system  ($7,000)  in  the  biennium,  and  $7,200  for  a 
toll  free  phone  system.   Not  recommended  for  funding  is  equipment  for 
fiscal  1978  (refrigerator,  couch,  bookcases,  etc.).   One  clerical 
position  should  be  deleted  in  fiscal  1979  due  to  the  acquisition  of  the 
mag  card  system. 

The  division  did  not  account  for  any  supporting  operating  expenses 
during  fiscal  1976.   These  costs  were  absorbed  by  the  other  divisions' 
within  this  office.   We  recommend  each  program  bear  its  own  share  of 
operating  expenses. 

Insurance  Regulation  and  Licensing 

We  recommend  a  decrease  of  2.1  percent  for  the  division  from  the 
1977  biennium.   However,  the  fiscal  1978  recommended  amount  still  re- 
presents a  real  increase  over  the  fiscal  1976  expenses.   This  distortion 
is  caused  by  the  substantial  overfunding  this  division  has  received  over 
the  past  several  budget  years,  as  noted  above. 

The  funds  recommended  include  one  additional  FTE  (compliance 
officer)  to  monitor  and  license  health  service  corporations  as  required 
by  Section  40-5901  through  5932,  R.C.M.  1947;  $4,400  for  moving  expenses 
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in  fiscal  1978;  $15,000  for  actuarial  fees  (100%  increase  of  fiscal 
1976  actual  costs);  a  20  percent  increase  in  travel  (new  compliance 
officer) ;  funds  for  a  new  electric  file  system,  replacement  vehicle  .  and 
shelving  which  cannot  be  dismantled  for  moving  purposes. 

Salaries  and  wages  were  adjusted  for  turnover,  and  more  modest 
increases  are  recommended  in  the  various  operating  accounts  than  re- 
quested.  Because  this  division  absorbed  some  of  the  operating  costs 
of  the  central  services  and  payroll  division  during  fiscal  1976,  it  is 
believed  that  a  degree  of  overfunding  still  exists  within  this  division. 
It  is  recommended  that  the  committees  discuss  the  need  for  the  large 
funding  requests  for  actuaries  and  equipment  during  hearings  on  this 
budget. 

Investment  Division 


We  recommend  an  increase  of  4.3  percent  for  the  division  over  the 
1977  biennium.   The  funds  recommended  for  approval  include  $300  for 
moving  expenses  and  $6,300  for  an  electric  file  in  fiscal  1978.   This 
file  represents  the  third  major  piece  of  equipment  being  purchased  by 
the  auditor's  office  during  the  1979  biennium.   The  committees  may  wish 
to  defer  the  purchase  of  one  of  these  files  until  the  1981  biennium. 

Not  recommended  for  funding  is  a  copier  ($5,800)  and  one  additional 
FTE  to  "regulate  securities  in  the  State  of  Montana". 
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Local  Assistance  Distribution  Program 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget                                        $5,120,466     $5,120,466 
LFA  Recommendation  -0- -0- 

Executive  over  (under)  LFA  $5,120,466     $5,120,466 

We  recommend  that  the  legislature  authorize  the  expenditure  of 
all  funds  required  by  law  rather  than  a  dollar  amount. 


►«*"» 
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Local  Assistance  Distribution 


Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Non-Operating  Costs 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


$1,168,550   $1,168,550   All  Funds  Required 
462,754      819,929         By  Law 

$1,631,304   $1,988,479 


$1,631,304   $1,988,479   All  Funds  Required 

By  Law 


N/A 


N/A 


Sections  11-1834  and  11-19,  R.C.M.  1947  require  the  state  auditor 
to  derive  sufficient  funds  through  fire  insurance  premium  assessments  to 
augment  the  retirement  and  disability  costs  of  former  local  fire  and 
police  officials,  or  their  surviving  dependents.   The  amount  of  funds  to 
be  assessed,  collected,  and  transferred  is  dictated  in  various  sections 
of  the  statutes,  and  in  some  instances  is  tied  to  the  salaries  being 
paid  to  currently  employed  firemen.   The  funds  are  accumulated  in  three 
separate  earmarked  accounts  and  disbursed  according  to  the  statute. 

Because  the  amount  of  collections  and  disbursements  are  dictated  by 
existing  law,  it  serves  no  useful  purpose  to  authorize  these  funds  by 
specific  dollar  appropriations.   At  present,  when  changes  occur  in  the 
level  of  salaries  paid  at  the  local  level,  the  auditor  must  request  a 
budget  amendment  to  adjust  the  appropriation  to  comply  with  existing 
law. 
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It  is  recommended  that  the  appropriation  bill  appropriate  "all 
funds  required  by  law"  and  the  specific  amounts  continue  to  be  reported 
in  the  statewide  budget  and  accounting  system  and  the  annual  financial 
report . 


SECRETARY  OF  STATE 


Fiscal 

1979 

FTE 

Bienr 

Other 

-0- 

• 

Genera] 
$804, 

Fund 
718 

Funds 

Total 

Funds 

25.67 

$804 

,718 

23.67 

679, 

175 

-0- 

679 

,175 

2.0 

$125, 

543 

-0- 

$125 

,543 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  of  two  FTE  and  $125,543  is  due  to  our  recommendation 
to  reassign  the  administrative  code  function  to  the  legislative  council 
($110,225)  and  other  minor  adjustments. 
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Actual 

Appropriated 

LFA  I 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital -Equipment 

Total  Expenditures 


25.67 

$356,606 

$356,606 

18,469 


$276,708 

76,892 

3,006 

$356,606 


25.67 

$373,578] 
$373,578 


23.67 

$336,995 
$336,995 


inded  %  Change 

Fiscal  Biennium 

1979  1977  -  79 

23.67 


$342,180 
$342,180 


(7.00) 
(7.00) 


$303,152 
69,203 

1,223 


$277,232 

56,443 

3,320 


$373,578   $336,995 


$282,007  (3.6) 

54,173  (24.3) 

6,000  121.0 

$342,180  (7.0) 


1.   Original  FY-77  appropriation  was  $378,578.   A  total  of  $5,000  was  transferred 
from  FY-77  to  FY-76. 


Summary 

We  recommend  a  funding  decrease  of  seven  percent  from  the  1977 
biennium.   The  decrease  is  due  to  the  recommendation  that  the  operating 
and  supporting  costs  of  recodifying  the  state  administrative  code  be 
transferred  from  the  secretary  of  state's  office  to  the  legislative 
council.   If  the  cost  of  recodifying  the  administrative  code  remain  in 
the  secretary  of  state's  budget,  the  overall  increase  would  be  8.1 
percent  over  the  1977  biennium. 

The  amounts  recommended  reflect  adjustments  made  for  turnover  and 
allow  for  modest  increases  in  the  various  operating  accounts. 
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Included  in  these  amounts  are  funds  for  travel  to  investigate  records 
management  systems  in  other  states  (fiscal  1978)  and  to  begin  the  im- 
plementation of  an  improved  records  management  system  (fiscal  1979) 

Montana  Administrative  Code 

The  budget  request  totals  $323,129  in  fiscal  1978  and  $292,623  in 
fiscal  1979.   Included  in  these  amounts  are  two  FTE  and  approximately 
$54,940  and  $55,285  for  fiscal  years  1978  and  1979  for  current  level 
operations. 

The  request  is  related  to  legislation  that  will  be  proposed  to  the 
1977  legislature  which  would  recodify  and  generally  revise  the  admin- 
istrative procedures  act,  Section  82-42,  R.C.M.  1947.   The  funds  are 
requested  to  put  the  administrative  code  in  an  automated  retrieval  form, 
convert  to  a  new  numbering  system,  and  incorporate  a  new  statutory  num- 
bering system  that  will  result  in  recodification  of  the  Montana  statutes. 
If  the  proposed  bill  is  passed  by  the  1977  legislature,  approximately 
$40,000  in  additional  funds  will  be  requested  in  a  supplemental  to  begin 
the  automation  effort  during  fiscal  1977.   In  effect,  this  effort  would 
parallel  the  recodification  effort. 

The  proposed  method  would  put  the  entire  existing  administrative 
code  on  magnetic  tape  during  fiscal  1977  and  1978,  and  at  some  point 
during  later  fiscal  1978  all  the  revisions  occuring  since  the  original 
input  effort.   During  fiscal  1979  a  double  conversion  would  take  place 
by  converting  the  existing  administrative  code  numbering  system  to  a 
simpler  system,  and  incorporating  the  new  (recodified)  statute  numbering 
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system.   The  finished  product  would  be  released  at  the  same  time  as  the 
recodified  statutes.   Most  of  the  work  would  be  done  under  contract 
services  by  a  Minneapolis  based  firm,  Data  Retrieval  Corporation.   In 
fiscal  1979  the  data  retrieval  system  would  become  the  state's  system 
and  be  maintained  by  this  program's  expanded  staff,  completing  the 
conversion  effort. 

The  reasons  that  the  work  is  proposed  to  be  done  by  the  Data 
Retrieval  Corporation  are: 

1.  DRC  did  the  initial  work  in  the  recodification  effort  and 
developed  the  present  alter  system. 

2.  The  present  recodification  effort  by  the  legislative  council 
would  be  adversly  affected  if  the  administrative  code  effort  were  added 
to  the  demands  on  the  alter  system  at  this  time. 

3.  The  existing  core  capacity  of  the  370/158  computer  is  insuf- 
ficient to  add  another  alter  system  at  this  time. 

There  are  several  other  alternatives  the  legislature  may  wish  to 
consider  during  hearings  on  the  proposed  bill  and  the  funding  request: 

1.  Maintain  present  manual  system  (with  some  modification)  and 
provide  funds  to  convert  to  a  new  numbering  system  during  fiscal  1979,  after 
the  recodification  effort  is  completed. 

2.  Delay  initiation  until  fiscal  1979.   This  alternative  would 
require  that  the  initial  data  input  be  conducted  by  DRC  during  early 
fiscal  1979.   The  updating  of  revisions  and  the  conversion  to  the  two 
new  numbering  systems  would  be  done  in-state,  utilizing  the  alter  system 
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and  freed  resources  in  latter  fiscal  1979  after  the  statutes  have  been 
recodified. 

3.   Delay  implementation  until  the  1981  biennium,  and  utilize  t 'ie 
alter  system  and  the  resources  freed  up  when  the  statutes  are  recodifi- 
ed. 

It  is  recommended  that  the  administrative  code  program  be  assigned 
to  the  legislative  council.   The  relationship  between  the  recodification 
effort,  the  administrative  code  program  and  the  administrative  code 
committee  dictates  that  closer  coordination  of  existing  resources  and 
data  processing  capabilities  is  desirable. 
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Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


JUDICIARY 

Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

72.50 

$3,760,136 

$56,100 

$3,816,236 

61.50 

3,245,950 

56,100 

3,302,050 

11.00 

$514,186 

-0- 

$514,186 

The  major  difference  in  funds  (11  FTE  and  $423,540)  is  due  to  the 
executive  budget  providing  funds  for  court  expenses  other  than  district 
court  judges'  salaries  and  travel  expenses.   The  remainder  of  the  dif- 
ference ($90,646)  is  due  to  upward  adjustments  made  by  the  executive 
to  the  judiciary  request.   Except  for  the  district  court  program,  the 
LFA  recommendation  is  at  the  level  requested  by  the  judiciary. 
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JUDICIARY 

Actual    Appropriated 

LFA  Recommended 

Fiscal       Fiscal 

Fiscal       Fiscal 

1976         1977 

1978         1970 

%  Change 
Biennium 
1977  -  ] 


$1 

,144 

511 

$1 

,212 

700 

$1 

287 

,400 

$1 

330 

300 

11 

1 

131 

,282 

193 

,203 

312 

,200 

281 

550 

83 

0 

29 
,305 

,530 
,323 

$1 

35 

,441 

,603 
,5065 

$1 

43 
,643 

,500 
,100 

$1 

47 
658 

100 
950 

39 

1 

$1 

20 

2 

113 

$1 

,305 

,436 

$1 

,441 

,506 

$1 

,643 

,100 

$1 

658 

,950 

20 

2 

FTE  53.50        57.5         61.5         61.5 

Fund  Source 

General  Fund               $1,256,943   $1,274,150   $1,587,000   $1,658,950    28. 2| 
Other  Funds-Appropriated        17,2251      44,1823      56,100  (8.6) 

Other  Funds-Budget  Amended      78,5782      61,368A  (100.0) 

Total  Funds  $1,352,746   $1,379,7005   $1,643,100   $1,658,950    20.8  I 

Reversion-General  Fund         34,076 
Appropriation  Balance  13,234 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

1.  A  total  of  $17,225  in  general  fund  was  balance  transferred  from  fiscal  1975,  and 
another  $5,000  was  transferred  between  programs. 

2.  Budget  amendments  added  a  total  of  $78,571  during  fiscal  1976. 

3.  $44,182  added  by  balance  transfer  of  general  funds  and  internal  transfers. 

4.  $61,368  added  by  amendments  during  fiscal  1977. 

5.  Totals  do  not  agree  due  to  anticipated  amendments.   See  program  analysis. 

Summary 

The  judiciary  is  requesting  an  expenditure  increase  of  35.4  percent 
for  the  1979  biennium  made  up  of  41.3  percent  in  general  fund  and  an 
overall  reduction  in  federal  funds. 
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The  funds  requested  to  cover  current  level  operations  represent  an 
increase  of  11.5  percent  over  the  1977  biennium,  or  a  total  of  $3,063,150. 
The  remainder  of  the  request,  or  $656,100,  is  requested  to  fund  expanded 
services,  and  14  additional  FTE. 

Not  included  in  the  funds  recommended  are  amounts  to  assume  the 
total  cost  of  the  district  court  system  or  to  implement  the  recommen- 
dations of  the  salary  commission. 
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Supreme  Court  Operations 


Actual 

Appropriated 

Judiciary  Request 

%  Chang 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Bienniu 

1976 

1977 

1978         197) 

1977  - 

FTE 

Fund  Source 


20.0 


21.0 


23.0 


23.0 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$331,905 
12,500;!- 
41,0282 

$385,433 

$345,581 

28,0083 
$373,589* 

$500,200 
19,600 

$536,100 

53.0 
(100.0) 

Total  Funds 

$519,800 

$536,100 

39.1 

Reversion-General  Fund 
Appropriation  Balance 

1,017 
13,073 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$315,993 

48,073 

2,164 

$366,230 
113 

$338,500 

63,043 

2,000 

$403,543* 

$384,800 

133,100 

1,900 

$519,800 

$403,600 

131,100 

1,400 

$536,100 

\ 

20.5 
137.8 
(20.7) 

Total  Operating  Costs 
Non-Operating  Costs 

37.2 
(100.0) 

Total  Expenditures 

$366,343 

$403j543 

$519,800 

$536,100 

37.2 

1.  $12,500  in  general  fund  was  transferred  from  fiscal  1975  reversion  and 
$5,000  in  general  fund  was  transferred  to  boards  and  commission  programs  in 
fiscal  1976. 

2.  Budget  amendments  added  $41,028  during  fiscal  1976.   Only  $27,955  expendc  ! . 

3.  $28,008  in  budget  amendments  processed  to  date.   Budget  submission  indicates 
anticipation  of  additional  funds  via  amendments  (approximately  $39,684). 
$10,000  in  general  fund  is  being  transferred  to  boards  and  commissions 
during  fiscal  1977. 

*  Difference  is  the  amendments  and  transfers  in  note  3  above. 


The  court  requests  an  expenditure  increase  of  37.2  percent  for  the 
1979  biennium  and  two  additional  FTE.   The  funds  requested  for  current 
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level  operations  represent  an  increase  of  14.9  percent  for  the  biennium. 
The  remainder  of  the  request  ($17,400)  is  to  fund  an  additional  sec- 
retary and  law  clerk  for  both  years  ($52,900),  microfilm  archives  dating 
back  to  the  territorial  period  ($100,000),  audit  costs  ($13,500)  and 
installation  of  a  new  sound  system  in  the  court  ($5,000,  fiscal  1978 
only)  . 

Boards  and  Commissions 


FTE 

Fund  Source 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

3.5 


5.0 


Judiciary  Request 
Fiscal         Fiscal 


1978 


6.0 


1979 


6.0 


%  Change 
Biennium 
1977  -  7< 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$13,995 
8.2001 
36,379 

$58,574 

$15,338 
42,6822 
5,8503 

$63,870* 

$91,150 
11,000 

$111,450 

590.7 
(78.4) 
(100.0) 

Total  Funds 

$102,150 

$111,450 

74.4 

Reversion-General  Fund 

25 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$33,973 

24,485 

91 

$58,549 

$58,400 
25,100 

$  73,250 
28,900 

$  79,350 
32,100 

65.2 
23.0 
(100.0) 

Total  Expenditures 

$83,500* 

$102,150 

$111^450 

50.4 

1.  $8,200  in  general  fund  added  by  $3,200  in  balance  transfer  from  fiscal  1975  and 
$5,000  program  transfer  from  supreme  court  operations  program  in  fiscal  1976. 

2.  $42,682  added  in  general  fund  by  transfer  of  $10,000  from  supreme  court  operation 
and  fiscal  1976  balance  transfer  of  $32,682. 

3.  Budget  amendment  #55-77  added  $5,850  in  LEAA/MBCC  funds.   The  court  anticipates  an 
additional  $19,630  in  budget  amendments  during  fiscal  1977. 

*   See  note  3  for  reason  for  difference  in  totals. 
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The  judiciary  request  for  this  program  represents  a  net  increase  of 
50.4  percent  for  the  biennium,  and  a  153  percent  increase  in  general 
fund  and  one  additional  FTE.   The  funds  requested  to  cover  current 
operations  represent  an  increase  of  139  percent  in  general  funds.   The 
funds  requested  for  expanded  services  ($21,850)  are  to  provide  for  the 
one  additional  secretarial  FTE. 


Law  Library 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

1.5 


Appropriated 

Fiscal 

1977 

2.0 


Judiciary  Request 
Fiscal       Fiscal 


1978 


3.0 


1979 


3.0 


1.  $525  in  general  fund  balance  transferred  from  1975  surplus. 

2.  $1,500  transferred  by  balance  transfer  BT-5-77  from  fiscal  1976  reversion. 

3.  $15,000  added  by  budget  amendment  162-77  to  acquire  books  and  microfiche. 

The  request  for  this  program  represents  an  increase  of  101.4  per- 
cent over  the  1977  biennium,  as  amended.   The  funds  requested  for 
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%  Chang 
Biennis 
1977 


General  Fund 

$48,915 

$51,103 

$112,850 

$113,400 

126.2 

Other  Funds-Appropriated 

5251 

1,5002 

7,500 

270.4 

Other  Funds-Budget  Amended 

15,0003 
$67,603 

$113,400 

(100.0) 

Total  Funds 

$49,440 

$120,350 

99.7 

Reversion-General  Fund 

1,011 

Expenditures  By  Object 

Personal  Services 

$20,289 

$28,500 

$  41,150 

$  44,850 

76.3 

Operating  Expenses 

865 

5,500 

37,600 

22,850 

849.7 

Capital 

27,275 

33,603 

41,600 

45,700 

43.4 

Total  Expenditures 

$48,429 

$67,603 

$120,350 

$113^400 

101.4 
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current  level  operations  represent  an  increase  of  34.1  percent  for  the 
1979  biennium.   The  funds  requested  for  expanded  services  ($76,850)  are 
to  provide  for  one  additional  secretary  ($21,850),  upgrade  legal  hold- 
ings ($30,000),  and  increase  law  reviews  and  treatises  ($25,000). 

District  Court  Operations 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  28.5         29.5         29.5         29.5 

Fund  Source 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$862,128 
l.OOO1 
1,1712 

$864,299 

$862,128 

12.5103 
$874,638* 

$882,800 
18,000 

$898,000 

3.3 

1,800.0 
(100.0) 

Total  Funds 

$900,800 

$898,000 

3.4 

Reversion-General  Fund 
Appropriation  Balance 

32,023 
161 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

$774,256 
57,859 

$787,300 
99,560 

$788,200 
112,600 

$802,500 
95,500 

1.9 
32.2 

Total  Expenditures 

$832,115 

$886,860* 

$900,800 

$898,000 

4.6 

1.  Balance  transfer  BT-3-76  transferred  general  fund  from  fiscal  1975. 

2.  Budget  amendment  169-76  added  $1,171  in  LEAA/MBCC  funds. 

3.  Budget  amendment  56-77  added  $12,510  in  LEAA/MBCC  in  fiscal  1977.  An  additional 
$23,490  is  anticipated,  and  $11,268  in  general  funds  was  transferred  out  of  this 
program  to  somewhere. 

*   See  note  3  for  difference  in  totals. 

The  request  for  this  program  represents  an  increase  of  28.9  percent 
for  the  1979  biennium  and  10  additional  FTE.   The  current  level  request 
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represents  an  increase  of  5.2  percent  over  the  1977  biennium,  as  amended, 
and  6.1  percent  as  originally  appropriated.   The  request  for  expanded 
services  ($586,000)  includes  10  additional  law  clerks  ($326,000)  ar,  1 
$60,000  for  trial  court  referees. 

We  question  the  funding  of  salaries  for  other  than  judges  and  the 
support  for  operating  costs  other  than  those  related  to  district  judge's 
travel.   Therefore,  we  are  recommending  funds  sufficient  to  cover  the 
salaries  of  the  judges  and  those  costs  related  to  travel  only.   If  the 
legislature  funds  the  total  cost  of  the  district  court  operation,  the 
other  funds  requested  should  be  included  in  the  amended  appropriation. 
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COUNTY  ATTORNEYS 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

28.0 

$830,440 

-0- 

$830,440 

28.0 

821,114 

-0- 

821,114 

-0- 

$9,326 

-0- 

$9,326 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  is  due  to  an  upward  adjustment  made  by  the  executive 
to  the  agency  request.   Our  recommendation  funds  this  program  at  the 
requested  level. 


83 


Page  2  -  County  Attorneys 


COUNTY  ATTORNEYS 


Ac  tual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 

Total  Expenditures 


28.0 

$332,858 
36,210 

$369,068 

12,108 

$369,068 
$369,068 


28.0 


28.0 


28.0 


$332,858    $410,557    $410,557   23.3 
(48,318) 

$284,540    $410,557    $410,557   25.6 


$284,540    $410,557    $410,557   25.6 
$284,540    $410,557    $410,557   25.6 


Summary 

Section  25-601,  R.C.M.  1947,  stipulates  that  one-half  of  the  salaries 
of  the  56  county  attorneys  be  paid  from  the  state's  general  fund.   The 
salaries  of  the  county  attorneys  are  set  within  this  section  of  the  law, 
as  are  the  various  other  county  officers. 

Due  to  changes  during  the  1975  legislature  to  this  chapter,  and 
chapter  102,  laws  of  1975  (codified  as  25-605,  R.C.M.  1947),  the  salaries 
of  these  attorneys  were  increased.   The  appropriation  bill  (H.B.  286, 
1975  session)  was  not  amended  to  allow  for  the  increased  amounts  needed. 
Therefore,  during  fiscal  1976  $48,318  was  supplemented  from  the  fiscal  1977 
appropriation,  and  a  supplemental  of  $126,017  will  be  requested  for  fiscal 
1977  to  cover  the  total  of  $410,557  needed  for  this  program. 
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The  amount  of  $410,557  is  requested  for  FY's  78  and  79  which 
is  sufficient  under  the  existing  statutes.   If  this  chapter  is  amended 
during  the  1977  legislature,  appropriate  amounts  should  be  added  to  this 
amount  to  preclude  supplementals  in  the  future. 

The  $410,557  requested  represents  an  increase  of  $77,699  per  year, 
or  23  percent  over  the  fiscal  1976  and  1977  original  appropriation. 
This  amount,  when  added  to  the  counties'  share,  allows  for  an  average 
salary  of  $14,660  per  attorney,  including  fringe  benefits. 

Section  25-601  stipulates  that  salaries  are  to  be  paid,  and  makes 
no  mention  of  fringe  benefits.   The  present  practice  is  to  fund  fringe 
benefits  and  salaries.   If  the  state  were  to  participate  in  funding 
salaries  only,  an  annual  savings  of  $53,000  would  result. 
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DEPARTMENT  OF  ADMINISTRATION 


Fiscal 
1979 

FTE 

405.69 
387.19 

18.5 

Biennium 

General  Fund   Other  Funds   Total  Funds 


Executive  Budget  405.69    $7,480,466    $25,825,728   $33,306,19^ 

LFA  Recommendation  387.19     8,257,509     22,006,787    30,264,29( 


Executive  over  (under)  LFA         18.5      $(777,043)    $3,818,941    $3,041,896 


The  executive  figures  shown  do  not  include  non-appropriated  agency  funds  for 
retirement  purposes  which  are  included  in  the  executive  budget  for  information 
purposes  only. 


The  rather  large  differences  in  funding  levels  are  a  result  of 
several  factors: 

Architecture  and  Engineering:   We  are  under  the  executive  by  a  net 
total  of  $116,254,  made  up  of  $199,546  in  general  funds  above  and  $315,800 
in  other  funds  below  the  Governor.   There  are  two  reasons  for  this 
difference — we  are  recommending  that  the  division  be  supported  directly 
from  the  general  fund  rather  than  partially  through  the  long-range 
building  program  which  is  also  supported  in  part  by  general  funds,  and 
our  recommendation  to  not  provide  an  additional  $100,000  for  outside 
consulting  and  legal  fees. 

Data  Processing:   The  difference  of  $2,272,468  in  revolving  funds 
below  the  executive  is  due  to  our  recommendation  to  defer  funding  for 
greatly  increased  activities,  including  consolidation  of  the  highway 
computer  center  with  this  department's,  until  the  newly  appointed  data 
processing  policy  committee  releases  their  report  on  the  long-range  plan 
for  data  processing  in  Montana. 
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General  Services:   The  very  large  difference  is  due  to  our  recom- 
mendation that  general  services  be  appropriated  directly  an  amount  of 
general  funds  that  are  included  in  other  department's  budgets  by  the 
executive  for  maintenance,  janitorial  services,  etc.,  and  that  less  FTE 
and  supporting  operating  funds  be  allowed. 

Management  Systems:   Our  recommendation  is  $41,779  in  general  funds 
above  the  executive  to  provide  two  FTE  and  supporting  costs  for  this 
program. 

Purchasing:  Our  recommendation  is  $56,274  in  general  funds  below 
the  executive.  We  do  not  recommend  an  additional  1.5  FTE  and  support- 
ing costs. 

Construction  Regulation:  We  do  not  recommend  an  additional  $100,000 
in  general  funds  for  seed  money  purposes. 

Investment:  We  are  $110,917  in  other  funds  below  the  executive. 
This  is  due  to  our  recommendation  that  less  funds  be  allowed  for  out- 
side consulting  services  in  view  of  the  fact  that  two  additional  pro- 
fessional staff  are  recommended  by  us  and  the  executive. 

Communications:  We  are  $151,380  in  other  funds  below  the  executive 
due  to  more  modest  inflationary  increases  allowed,  one  less  FTE,  and  our 
opinion  that  funds  to  conduct  a  circuit  usage  study  are  available  within 
the  current  level  funds  allowed. 

Personnel :   We  are  slightly  under  the  executive  in  both  general 
($85,979)  and  other  ($35,000)  funds  due  to  the  method  utilized  to  arrive 
at  this  program's  needs  under  a  greatly  expanded  program  concept. 
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Insurance:   Our  recommendation  is  based  on  the  department's  estimate 
of  the  insurance  costs  for  the  next  biennium.   The  executive  reduced 
their  estimate  by  $227,334  in  general  funds. 

Passenger  Tramway  Board:   We  are  recommending  elimination  of  this 
board  ($26,200  in  other  funds). 

Records  Management :   We  are  recommending  that  general  funds  be 
utilized  to  acquire  equipment.   The  executive  is  recommending  that  re- 
volving funds  be  utilized.   We  do  not  believe  the  various  users  will 
be  willing  to  pay  the  substantially  increased  rates  resulting  from  the 
executive  recommendation,  and  instead  defer  microfilming  or  acquire  the 
service  from  other  sources.   As  a  result  this  new  program  would  be 
virtually  shut  down. 

Workers'  Compensation  Judge:   We  have  adjusted  the  salary  account 
for  this  program  to  follow  state  pay  policies  and  piovided  more  modest 
increases  in  various  accounts  than  the  executive  (we  are  under  the 
executive  by  $32,695). 

Board  of  Examiners:   We  recommend  that  the  lease  and  maintenance 
costs  for  the  senate  sound  and  roll  call  equipment  be  appropriated 
directly  to  the  senate. 

Retirement  Systems:  We  are  recommending  consolidation  of  the  two 
boards  for  administrative  purposes  and  not  recommending  additional  FTE 
and  their  supporting  costs  due  to  the  economies  anticipated  through 
consolidation. 
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Tax  Appeals  Board:  We  are  under  the  executive  by  $98,651  in  general 
funds  due  to  our  recommendation  to  fund  from  the  fiscal  1976  base  pending 
resolution  of  the  property  tax  problem  by  the  1977  legislature. 

Central  Payroll:   We  recommend  that  central  payroll  be  assigned  to 
this  department  from  the  state  auditor's  office.   Our  recommendation 
increases  the  funds  for  this  department  by  $356,279  in  general  funds 
and  $150,000  in  other  funds.   The  net  effect  of  our  recommendation 
increases  the  payroll  program  $116,287  in  general  funds  for  systems 
development  purposes.   The  executive  shows  the  central  payroll  function 
within  the  state  auditor's  office. 
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DEPARTMENT  OF  ADMINISTRATION 
(Includes  Boards  Assigned  for  Administrative  Purposes) 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Chang 
Fiscal       Fiscal   Bienniui 
1978        1979   1977  - 


FTE  362.61  350.19  383.19  387.19 

Fund  Source 

General  Fund  $  3,649,718  $  3,935,438  $  4,002,757  $  4,254,752   8.9 

Other  Funds-Appropriated  6,350,660  7,292,902  10,643,226  11,363,561  61.3 

Other  Funds-Budget  Amended  311,107  639,606  -0-  -0-     (100.0 


Total  Funds  $10,311,485  $11,867,946  $14,645,983  $15,618,313  36. s 

Reversion-General  Fund  147,432 

Expenditures  By  Object 

Personal  Services  $  4,060,311  $  4,762,951  $  5,045,522  $  5,189,357  16.0 

Operating  Expenses  4,958,032  5,849,718  8,844,465  9,785,000  72.4 

Capital  644,904  676,245  618,557  506,517  (14.8 


Total  Operating  Costs     $  9,663,247   $11,288,914  $14,508,544   $15,480,874  43.1 
Non-Operating  Costs  648,238*     579,032*     137,439      137,439  (77.6 

Total  Expenditures         $10,311,485   $11,867,946   $14,645,983  $15,618,313   36.5 


*  Includes  $549,919  and  $458,593  respectively  for  direct  grants  under  Vietnam 
Honorarium  program.   This  program  terminates  at  the  end  of  fiscal  1977. 

We  recommend  an  overall  increase  of  36.5  percent  in  spending 
authority  for  the  1979  biennium  and  a  net  total  of  37  additional  FTE. 
This  increase  is  made  up  of  8.9  percent  in  general  fund  and  61.3  percent 
in  other  funds,  most  of  which  is  revolving  fund  authority. 

It  should  be  noted  that  revolving  fund  authority  distorts  the  true 
expenditure  picture  because  the  "same"  funds  are  actually  shown  twice 
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in  statistical  summaries  such  as  above.   For  example,  the  general  ser- 
vices division  is  recommended  an  increase  of  153  percent  in  revolving 
fund  authority  for  the  1979  biennium  (see  analysis  below) .   Almost  all 
of  these  funds  are  also  budgeted  elsewhere.   Funds  for  printing,  dup- 
lication, building  rent,  etc.,  are  budgeted  in  other  agencies  budgets 
and  transferred  via  the  revolving  funds  as  services  are  rendered. 

The  programs  recommended  for  large  increases,  modifications,  or 
elimination  are: 

Central  Payroll  -  recommended  for  reassignment  to  the  department  of 
administration  from  the  auditor's  office,  and  an  increase  in  funds  for 
systems  revision. 

General  Services  -  greatly  expanded  revolving  fund  authority  to 
expand  building  maintenance,  duplicating  and  printing,  mail  services  and 
grounds  upkeep. 

Personnel  Division  -  greatly  expanded  FTE  and  funds  to  centralize 
as  many  functions  as  possible,  implement  sound  personnel  management 
policies  and  develop  a  personnel  system  data  base. 

Insurance  Division  -  greatly  expanded  revolving  fund  authority  to 
pay  for  rapidly  increasing  insurance  costs. 

Treasurer' s  Office  -  this  function  is  recommended  for  assignment  to 
department  of  administration  for  1979  biennium.   (The  funds  recommended 
for  approval  are  not  included  in  the  above.   See  analysis  of  treasurer's 
budget  elsewhere.) 
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Montana  Retirement  System  -  we  are  recommending  that  the  two 
separately  administered  retirement  systems  be  merged  into  one  admin- 
istration for  economy  and  efficiency. 

Merit  System  Council /Bureau  -  we  are  recommending  that  the  council 
be  abolished  and  the  functions  of  the  council /bureau  be  absorbed  into 
the  personnel  division. 

Passenger  Tramway  -  we  are  recommending  that  the  passenger  tramway 
program  be  abolished. 


Central  Administration 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


LFA  Recommended    %  Change 
Fiscal 
1978 


Fiscal   Biennium 
1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital -Equipment 

Total  Expenditures 


6.0 

$130,995 
1,050 


6.0 


6.0 


6.0 


$140,408    $140,905    $143,400    4.75 


5,022 

$134,081 

$134,318 

5,784 

6,017 

6,277 

189 

310 

310 

$136,453 

6,637 

310 


4.5 

9.4 

24.3 


$130,995 


$140,408    $140,905    $143,400    4.75 


The  expenditure  level  of  this  program  is  recommended  to  increase 
4.8  percent  over  the  1977  biennium.   Funds  are  not  recommended  for  a  new 
personnel  officer  (given  the  recommended  increase  of  FTE  in  the  personnel 
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division,  one  individual  should  be  designated  as  the  department's  per- 
sonnel officer  and  support  the  operations  of  the  department)  or  a  new 
clerk  (all  personnel  matters  should  be  handled  by  personnel  division, 
and  as  much  supporting  clerical  work  as  possible  should  be  conducted 
within  the  various  operating  divisions,  which  have  adequate  clerical 
staff). 

Accounting  Division 

LFA  Recommended    %  Change 

Fiscal      Fiscal   Biennium 

1979   1977  -  79 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


11.48 


$414,205 
70,762] 


$128,714 

281,108 

4,383 

$414,205 


11.48 


1978 


12.48 


12.48 


$531,680    $511,977    $535,629    10.75 


$143,438 
388,242 


$150,497 

360,910 

570 


$153,579 
382,050 


11.7 

11.0 

(87.0) 


$531,680    $511,977    $535,629    10.75 


1.  Does  not  include  $20,240  transferred  to  the  labor  relations  unit  during  FY-76. 

We  recommend  an  increase  of  10.75  percent  over  the  1977  biennium 
for  this  program.   The  funds  recommended  for  approval  include  the  cost 
of  incorporating  the  university  system's  accounting  system  into  the 
statewide  budgeting  and  accounting  system  (SBAS)  during  the  1979  biennium. 
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It  is  anticipated  that  there  will  be  a  24  percent  increased  workload  due 
to  the  absorption  of  the  system's  accounting  records.   One  additional 
accounting  clerk  has  been  allowed  for  this  purpose. 

The  funds  recommended  allow  for  the  operation  of  the  new  property 
accountability  management  system  (PAMS)  being  implemented  during  fiscal 
1977.   This  system  will  provide  for  a  fixed  asset  accounting  system 
within  SBAS. 

A  three  percent  vacancy  savings  rate  was  applied  for  the  1979 
biennium,  and  smaller  than  requested  increases  were  allowed  for  the 
various  operating  accounts,  based  on  fiscal  1976  actual  expenses. 

Central  Payroll 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operationg  Expenses 
Capital 

Total  Expenditures 

*  Includes  $50,000  per  year 
below. 


6.0 

$108,215 
75,000 

$183,215 

14,068 


6.0 


$123,613 
75,000 


6.0 


6.0 


$174,833*   $181,446*  54.0 
75,000      75,000   


$198,613    $249,833    $256,446   32.6 


$   67,218            $   75,343          $   74,558  $   76,446          5.9 

113,990              122,7  70            174,505*  179,880*     49.7 

2,007                       500                     770  120      (64.5) 

$183,215     $198,613    $249,833  $256,446   32.6 

for  system  design  and  implementation.  See  analysis 
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We  recommend  that  the  central  payroll  function  be  transferred  to 
the  department  of  administration  from  the  state  auditor's  office,  and 
major  redesign  be  undertaken  during  the  current  fiscal  year  to  generally 
modernize  the  reporting  capabilities  and  enable  the  university  system 
payroll  to  be  incorporated  into  the  state's  payroll  system  in  fiscal 
1978. 

There  are  several  reasons  why  we  believe  a  major  redesign  should  be 
undertaken  on  the  existing  system,  and  why  the  function  should  reside  in 
the  department  of  administration: 

1.  The  payroll  system  does  not  presently  interface  with  the  state- 
wide budgeting  and  accounting  system  (SBAS) .   There  are  26  payroll 
periods  and  only  12  SBAS  reporting  periods.   Payroll  costs  (personnel 
services)  which  generally  comprise  80  to  85  percent  of  program  costs 
are  not  accurately  reported  monthly  by  SBAS.   During  fiscal  1976  ap- 
proximately $414,000  was  spent  on  SBAS  and  another  $183,000  on  payroll, 
yet  neither  reporting  system  provides  unified  management  reporting. 

2.  It  is  recommended  elsewhere  that  a  major  design  effort  be 
undertaken  to  automate  as  many  personnel-related  functions  as  possible. 
This  effort  would  reduce  the  number  of  personnel  positions  required 
throughout  state  government  and  provide  adequate  reporting  and  manage- 
ment capabilities.   Many  of  the  subsystems  needed  could  be  derived  from 

a  payroll  data  base  (e.g.  pay  administration,  EEO  data,  labor  relations). 

3.  During  fiscal  year  1976  an  automated  position  accounting  system 
was  instituted  which  provided  the  basis  for  projecting  personal  services 
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costs  for  the  1979  biennium.   Efforts  are  underway  to  expand  this  system 
into  a  position  control  system  designed  to  provide  budgetary  and  p  ly 
administration  controls,  derived  from  the  payroll  data  base.   However, 
SBAS  is  the  primary  budgetary  control  mechanism  in  state  government. 
Again,  the  lack  of  interface  between  SBAS  and  payroll  lessens  the  use- 
fulness of  the  position  control  system. 

4.  The  university  system's  accounting  system  is  currently  being 
merged  into  SBAS.   We  are  recommending  that  the  university  system's 
payroll  and  a  position  control  system  be  merged  within  the  state's 
payroll  system.   However,  there  are  existing  university  system  require- 
ments that  dictate  that  some  modification  to  the  standard  bi-weekly 
state  system  be  made.   This  could  best  be  accomplished  by  the  same  staff 
currently  working  on  the  university  system's  accounting  merger. 

5.  Because  of  the  present  organizational  structure  there  is  a 
degree  of  duplication  in  records  and  effort.   Section  82-110(6)  R.C.M. 
1947  requires  the  department  of  administration  to  "keep  in  its  office 
the  names  of  and  amount  of  salary  paid  to  each  person  regularly  employed 
by  the  state  and  every  agency."   This  is  essentially  the  same  data  that 
is  maintained  by  the  auditor's  office. 

6.  The  personnel  division  and  the  budget  director  have  shared 
responsibilities  under  Title  59-9  R.C.M.  1947  in  regards  to  positions, 
classifications,  and  salaries.   The  record  base  to  which  the  controls 
apply  are  not  controlled  by  either  responsible  party. 
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It  is  recommended  that  the  department  of  administration  begin  a 
major  redesign  effort  in  payroll  and  the  personnel  administration  during 
fiscal  1977  by  utilizing  existing  financial  resources.   The  authority  to 
do  so  is  contained  within  Sections  82-110(1)  and  (2),  and  59-913, 
R.C.M.  1947.   The  department  of  administration  should  attempt  to  gain 
the  support,  assistance  and  financial  resources  of  the  office  of  budget 
and  program  planning  and  the  university  system  in  this  effort. 

The  funds  recommended  for  approval  include  $199,833  for  fiscal  1978 
and  $206,446  for  fiscal  1979  to  support  the  current  level  effort.   These 
amounts  represent  an  increase  of  6.4  percent  over  the  1977  biennium. 
Additionally,  $50,000  is  being  recommended  for  this  program  for  each 
fiscal  year  to  complete  the  redesign  and  implementation  of  a  revised, 
integrated  system. 
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Architecture  and  Engineering 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE  12.75        16.25       16.25       16.25 

Fund  Source 


General  Fund 

Other  Funds-Appropriated 

$113,480 
71,246 

$111,480 
203,788 

$214,491 
100,798 

$217,947 
102,654 

92.2 
(26.0) 

Total  Funds 

$184,726* 

$315,268 

$3x5,289 

$320,601 

27.2 

Reversion-General  Fund 

4,016 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

$168,865 

14,335 

1,526 

$236,335 

76,283 

2,650 

$236,192 

76,447 

2,650 

$241,128 

77,523 

1,950 

17.8 
69.9 
10.2 

Total  Expenditures 

$184,726 

$315,268 

$315,289 

$320,601 

27.2 

*  A  total  of  $278,282  was  available  to  this  program  during  FY-76.   Therefore,  there 
was  an  unexpended  balance  of  $93,556  including  $4,016  in  general  fund. 

This  program's  expenses  are  recommended  to  increase  27.2  percent 
for  the  1979  biennium.   It  is  recommended  that  the  general  fund  portion 
be  increased  by  92  percent  and  the  funding  previously  allowed  through 
the  long-range  building  appropriation  be  eliminated.   There  is  little 
value  in  appropriating  general  funds  indirectly  to  this  program  via  the 
long-range  building  program's  bond  proceeds  and  insurance  clearance 
account. 

Approximately  $50,000  per  year  are  recommended  for  consultant  and 
legal  costs  of  the  $100,000  per  year  requested.   The  various  other 
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operating  accounts  were  allowed  more  modest  increases  than  requested 
(based  on  fiscal  1976  actual  expenses)  and  a  two  percent  vacancy  savings 
factor  was  applied. 

Data  Processing 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 

FTE  128.62       116.70      116.70      116.70 

Fund  Source 


Other  Funds-Appropriated 

$2,294,966 

$2,640,650 

$2,606,997 

$2,575,693 

5.01 

Other  Funds-Budget  Amended 

122,978* 
$2,417,944 

30,500 
$2,671,150 

(100.00) 

Total  Funds 

$2,606,997 

$2,575,693 

1.8 

Expenditures  By  Object 

Personal  Services 

$1,208,241 

$1,475,439 

$1,436,890 

$1,466,865 

8.2 

Operating  Expenses 

717,904 

661,461 

697,281 

750,115 

4.9 

Capital 

491,066 

534,250 

472,826 

358,713 

(18.9) 

Total  Operating  Costs 

$2,417,211 

$2,671,150 

$2,606,997 

$2,575,693 

1.9 

Non-Operating  Costs 

733 

(100.0) 

Total  Expenditures 

$2,417,944 

$2,671,150 

$2,606,997 

$2^575,693 

1.8 

*  A  total  of  $226,758  provided  via  budget  amendments.   Only  $122,978  actually 
expended . 

The  data  processing  division  requested  expenditure  authority  of 
$7.5  million  for  the  1979  biennium.   This  request  reflects  an  increase 
of  46.5  percent  over  the  1977  biennium.   Included  in  the  request  is  $1.3 
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million  to  consolidate  the  highway  department's  comouter  system  and 
$700,000  for  an  "anticipated  workload  increase". 

Both  of  these  requests  are  subject  to  change,  pending  a  study  vhich 
is  due  to  be  completed  in  December  1976  by  the  data  processing  policy 
committee.   It  is  anticipated  that  substantial  design  work  will  be 
undertaken  during  fiscal  1977  and  1978  on  payroll  and  personnel  systems 
which  would  be  included  in  the  "anticipated"  increase.   What  other  new 
development  will  be  undertaken  is  unknown. 

The  amount  of  funds  recommended  for  approval  do  not  include  the 
amounts  requested  for  consolidation  and  anticipated  workload,  pending 
the  results  of  the  committee  study.   A  better  understanding  of  the  data 
processing  needs  will  be  available  at  that  time. 

Not  recommended  for  funding  at  this  time  is  the  continued  funding 
for  an  automated  digitizer,  including  software.   This  equipment  was 
originally  purchased  by  the  department  of  natural  resources  to  be  used 
during  hearings  on  Colstrip  3  and  4.   The  equipment  never  functioned 
adequately.   The  data  processing  division  acquired  this  equipment  from 
DNR  via  budget  amendments  161-76  and  58-77.   The  digitizer  is  still  nc 
being  utilized  as  intended.   The  division  has  requested  authority  of 
$65,496  and  one  FTE  to  "bring  the  system  to  the  attention  of  various 
agencies".   It  is  our  concern  that  all  the  various  users  of  data  pro- 
cessing have  already  paid  a  pro-rata  share  of  the  acquisition  of  the 
equipment  and  no  use  has  been  made  of  it.   We  believe  the  state  (DNR) 
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should  not  have  acquired  the  equipment  in  the  first  place,  and  to  con- 
tinue paying  for  something  that  is  not  productive  just  prolongs  the 
original  error.   We  recommend  the  digitizer  be  sold  to  the  highest 
bidder. 

There  are  some  specific  problems  currently  being  experienced  by  the 
data  processing  division  that  effect  the  overall  quality  and  efficiency 
of  the  division  and  the  rates  that  the  various  user  agencies  are  charged 
for  services.   There  is  a  continuing  problem  of  constant  turnover  of 
systems  analysts  which  has  adversely  affected  the  development  and  im- 
plementation of  new  programs  over  the  past  two  years.   As  a  result,  new 
designs  have  taken  longer  to  complete  at  substantially  higher  costs  to 
the  user  than  originally  anticipated.   This  problem,  which  appears  to  be 
salary  related,  is  being  reviewed  by  the  classification  bureau  (per- 
sonnel division)  and  the  major  data  center  managers. 

Another  issue  is  the  amount  of  the  fund  balance  that  this  program 
carries  through  the  fiscal  year.   It  is  the  policy  of  the  department  of 
administration  that  a  three  month  reserve  cash  flow  be  maintained  os- 
tensibly so  the  division  can  meet  its  bills,  payroll,  etc.  during  slack 
periods  and  to  have  enough  cash  on  hand  to  meet  its  equipment  costs.   We 
question  the  need  for  such  a  large  reserve  for  two  reasons:   first, 
there  is  no  slack  period  anticipated  for  this  division  as  user  demands 
continue  to  increase,  and  second,  SBAS  is  proficient  enough  that  agency 
billings  for  services  can  be  completed  within  thirty  days  after  the 
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Fiscal 

Fiscal 

1976 

1977 
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service  is  performed.   A  ninety  day  lag  is  unnecessary.   The  committee 
may  wish  to  determine  in  what  amount  the  present  cash  balance  be  re- 
verted to  the  general  fund. 

General  Services 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  41  46  52  53 

Fund  Source 

General  Fund  $  604,101  $  638,819  $  726,870  $  672,864  12.6 
Other  Funds-Appropriated  1,004,125  1,187,052  2,630,907  2,917,484  153.0 
Other  Funds-Budget  Amended      46,442      375,183  (100.0) 

Total  Funds  $1,654,668   $2,201,054   $3,357,777   $3,590,348   80.2 

Expenditures  By  Object 

Personal  Services  $  370,283   $  475,981   $   527,863   $   545,928   26.9 

Operating  Expenses  1,215,607    1,612,413   2,754,214   2,964,420  102.0 

Capital-Equipment  68,778      112,660      75,700      80,000   (14.2) 

Total  Expenditures         $1,654,668   $2,201,054   $3,357,777   $3,590,348   80.2 

The  expenditures  of  this  program  are  recommended  to  increase  by 
80.2  percent  for  the  1979  biennium.    The  general  fund  amount  is  re- 
commended to  increase  12.6  percent  and  is  sufficient  to  cover  the  costs 
of  maintaining  the  capitol  building,  salaries  of  administration  staff, 
and  to  cover  the  janitorial  and  maintenance  costs  of  the  following: 
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Department  of  Administration 

Director's  Office 

Accounting 

General  Services 

Insurance  &  Legal 

Management  Systems 

Purchasing 

Treasurer 
State  Auditor 
Livestock 
Department  of  Revenue 

Total 


1978 


1979 


$     3,556 

$      3,556 

6,536 

6,536 

6,942 

6,942 

2,366 

2,366 

4,670 

4,670 

10,826 

10,826 

6,660 

6,660 

20,722 

20,722 

13,697 

17,296 

109,360 

109,360 

$185,335 

$188,934 

These  figures  are  net  amounts  from  each  of  the  above  units.   These 
amounts  were  not  added  to  the  above  agencies  operating  budgets  and  there- 
fore cannot  be  recovered  via  revolving  funds.   The  difference  in  the 
amounts  needed  to  recover  costs  based  on  $2.00  per  squate  foot  have 
been  budgeted  in  each  of  the  above  departments;  e.g.,  livestock. 

The  major  increases  in  the  above  recommendation  are  in  the  fol- 
lowing areas: 

-  $2  million  in  additional  spending  authority  to  completely  cen- 
tralize the  mail /messenger  service  in  the  capitol  complex.   General 
services  expects  to  be  able  to  handle  all  of  the  mail  services  in  the 
complex  which  are  anticipated  to  be  over  $1  million  per  year.   They 
estimate  a  10  percent  savings  per  year  by  pre-bundling  the  mail  and 
receiving  bulk  discounts  as  a  result. 

-  $530,000  in  additional  spending  authority  to  maintain  and  cover 
debt  service  for  the  new  SRS  building.   SRS  will  pay  the  teacher's 
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retirement  fund  principle  and  interest  until  the  fund  is  repaid  for  the 
cost  of  constructing  the  new  building.   Included  in  the  $530,000  biennial 
amount  is  $2  per  square  foot  for  maintenance  and  other  services  pre  ^ided 
by  general  services. 

-  increased  spending  authority  to  charge  $2.00  a  square  foot  for 
maintenance,  janitorial,  utilities,  security,  etc.  for  those  agencies  in 
the  capitol  complex,  excluding  those  amounts  listed  above. 

-  expanded  duplicating  and  printing  activities. 

The  first  two  activities  above  account  for  almost  60  percent  of  the 
increase. 

There  are  a  total  of  12  additional  FTE's  being  recommended  for 
approval,  five  of  which  are  positions  established  via  amendment  in 
fiscal  1977.   Of  the  12,  four  are  expected  to  be  transferred  from  other 
agencies  (health,  0SPI,  military  affairs,  and  SRS)  and,  therefore  do  not 
represent  new  FTE  to  the  state. 

Not  recommended  for  funding  are  six  additional  security  guards,  two 
additional  FTE  for  an  inventory  control  unit,  and  two  additional  painters 
and  maintenance  FTE. 
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Management  Systems 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


7.0 

$154,206 

$154,206 
4,383 


$107,488 

46,174 

544 

$154,206 


7.0* 


$161,301 
2,507 


9.0 


9.0 


$189,761    $192,019   21.0 


$163,808    $189,761    $192,019  (20.5) 


$126,849 

36,659 

300 


$152,337 
36,200 

1,224 


$155,519   31.4 
36,200   (12.6) 
300   80.6 


$163,808    $189,761    $192,019   20.1 


*  Budget  amendment  104-77  adds  approximately  .25  FTE  from  CETA  funds  for  portion 

of  FY-77. 


The  expenses  of  this  program  are  recommended  to  increase  20.1 
percent  over  the  1977  biennium  and  two  additional  staff  members  are 
provided . 

We  believe  the  effectiveness  of  this  program  has  been  diminished 
due  to  the  multitude  of  relatively  minor  projects  that  have  been  under- 
taken at  the  expense  of  the  major,  more  important  projects.   While  we 
realize  that  the  department  of  administration  is  a  service  agency  and 
therefore  must  respond  to  the  demands  of  various  agencies,  it  must  also 
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be  able  to  refuse  new  projects  when  resources  are  inadequate  to  complete 
the  projects,  or  which  detract  from  the  basic  objectives. 

One  of  the  basic  objectives  of  this  program  is  to  maintain,  de  *elop 
and  otherwise  modify  the  basic  documents  of  the  statewide  budgeting  and 
accounting  system,  the  information  and  core  control  indices,  and  manage- 
ment memos  relating  to  the  Montana  administrative  manual  (MAM) .   This 
objective  is  not  being  adequately  met  at  present.   The  management  memo 
section  of  Volume  II  is  in  disarray,  and  changes  made  to  SBAS  via  the 
memo  approach  are  not  reflected  in  the  basic  SBAS  documents.   Adequate 
documentation  is  critical  to  an  understanding  of  SBAS  and  the  admin- 
istrative process.   There  are  chapters  that  have  not  been  completed  and 
as  a  result,  MAM  is  outdated. 

This  division  was  provided  funds  by  the  1975  legislature  to  develop 
and  implement  a  fixed  asset  accounting  system  and  a  more  efficient 
payroll  system  that  is  integrated  with  SBAS  (see  analysis  of  central 
payroll).   The  fixed  asset  system  has  not  been  implemented  to  date,  and 
little  meaningful  work  has  been  done  on  the  payroll-personnel  system. 

One  additional  major  project  was  added  during  fiscal  1976,  the 
merger  of  the  university  system's  accounting  within  SBAS.   While  this  is 
important,  it  should  not  be  allowed  to  detract  from  the  efforts  in  the 
MAM,  payroll  and  general  agency  assistance  which  are  critical  to  all  the 
agencies  of  state  government. 
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The  1979  biennium  work  plan  indicates  that  some  of  the  problems 
noted  above  will  continue.   Approximately  10  percent  of  the  staff  effort 
(.56  FTE)  will  be  tied  up  in  relatively  low  priority  efforts  such  as 
tracking  federal  monies  (which  should  have  been  completed  in  fiscal 
1977),  "unanticipated  projects",  and  devising  a  warrant  writing  system 
for  the  workers'  compensation  division.   Emphasis  is  being  added  in  the 
agency  assistance  area  and  the  payroll-personnel  system  area.   The 
request  for  additional  FTE  is  to  further  emphasize  the  MAM  and  agency 
assistance  efforts. 

Two  of  the  additional  positions  requested  are  recommended  for 
approval,  a  composer  operator  and  a  management  analyst.   It  is  recom- 
mended that  one  position  within  this  program,  in  addition  to  the  new 
composer   operator,  be  dedicated  full  time  to  the  MAM  effort  to  bring  it 
up  to  date  and  to  devise  a  more  efficient  indexing  system  for  the  manage- 
ment memo  section.   Upon  completion  of  this  effort,  more  effort  can  be 
given  to  the  area  of  agency  assistance. 

The  personnel  division  has  been  granted  an  additional  system/manage- 
ment analyst  and  funds  to  begin  the  design  of  an  integrated  personnel 
data  base  in  fiscal  1977,  with  completion  in  the  1979  biennium.   It  is 
recommended  that  management  systems  dedicate  an  experienced  analyst  to 
coordinate  the  effort  between  the  personnel  and  payroll  system  revisions 
to  ensure  compatibility,  interface  and  cost  effectiveness. 

We  believe  MAM  maintenance,  agency  assistance,  payroll-personnel 
system  design  and  integration  of  the  university  system  accounting  re- 
cords are  the  objectives  that  should  be  given  the  highest  priority  for 
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the  remainder  of  fiscal  1977  and  the  1979  biennium.   Other  projects 
should  be  undertaken  only  if  they  do  not  detract  from  the  above  effort. 


Purchasing 

Actual    Appropriated 

LFA  Recommended 

%  Change 

Fiscal       Fiscal 

Fiscal      Fiscal 

Biennium 

1976         1977 

1978        1979 

1977  -  79 

FTE  16.5         16.5        16.5        16.5 

Fund  Source 


General  Fund 

$209,440 

$222,940 

$233,860 

Reversion-General  Fund 

1,175 

Expenditures  By  Object 

Personal  Services 

$186,572 

$197,150 

$207,613 

Operating  Expenses 

20,682 

25,790 

25,840 

Capital-Equipment 

2,186 

407 

$238,959    9.4 


$211,355    9.2 
26,795   13.3 
809   (44.4) 


Total  Expenditures  $209,440     $222,940    $233,860    $238,959    9.4 

We  are  recommending  a  9.4  percent  expenditure  increase  for  the  1979 
biennium  for  this  program.   This  increase  represents  a  continuation  of 
the  current  effort  with  small  adjustments  in  travel  and  repair  and 
maintenance. 

Not  recommended  for  funding  are  2.5  new  positions  requested. 
Because  of  funding  difficulties  of  the  pay  plan,  this  program  has 
carried  a  position  vacant  for  an  extended  period.   Funds  are  now  avail- 
able to  fill  this  position.   Therefore,  the  need  for  an  additional 
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purchasing  agent  is  lessened.   Funds  are  recommended  for  rental  of 
faster,  automated  typing  equipment  which  should  reduce  the  need  for 
additional  clerical  FTE. 

Construction  Regulation  Bureau 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  3.0         3.0        3.0         3.0 

Fund  Source 

Other  Funds-Appropriated  $48,988  $154,194  $155,814  $157,682   54.3 

Total  Funds  $48,988*  $154,194  $155,814  $157,682   54.3 


Ac  tual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 


$40,639 

$  42,670 

$  43,602 

$  44,689 

6.0 

7,255 

110,524 

111,212 

111,993 

89.5 

1,094 

1,000 

1,000 

1,000 

(4.5) 

Total  Expenditures  $48,988    $154,194     $155,814    $157,682   54.3 

*  A  total  of  $127,731  in  spending  authority  was  appropriated  for  FY-76.   The 
unexpended  authority  totals  $78,743,  or  62%  of  the  total  authority. 

This  program  is  requesting  general  fund  in  the  1979  biennium  as 
"seed  money"  to  initiate  a  building  code  enforcement  program  as  dictated 
by  Title  69-21,  R.C.M.  1947. 

This  program  is  designed  to  operate  from  building  permit  fees  on 
new  construction  and  inspection  fees  from  recreational  vehicles  and 
modular  (factory  built)  homes.   The  law  requires  inspections,  issuance 
of  permits  and  energy  standards  be  implemented  in  various  building  and 
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construction  areas.   Very  few  of  these  requirements  are  being  met  today 
because  of  a  lack  of  fund  reserve. 

There  are  other  problems  also.   The  statutory  placement  of  th_ s 
program  in  the  department  of  administration  may  have  been  inappropriate. 
Other  units  of  state  government  also  conduct  inspections,  plan  review, 
etc.   For  example,  the  state  fire  mar shall,  the  health  department,  and 
the  plumbers,  electricians  and  boiler  inspectors  (of  professional  and 
occupational  licensing)  all  are  involved  in  some  way  with  building 
codes.   Further,  all  the  local  jurisdictions  are  involved. 

There  is  currently  under  review  a  reorganization  plan  developed  by 
the  executive  budget  office  which  would  possibly  restructure  and  re- 
assign this  program  in  some  other  more  appropriate  department  of  state 
government  (e.g.  professional  and  occupational  licensing  or  business 
regulation) . 

Other  possible  solutions  to  these  funding  problems  could  be  to 
appropriate  this  program  directly  from  the  general  fund  and  place  all 
revenues  from  fees,  licenses,  etc.,  into  the  general  fund. 

Pending  the  release  of  the  study  being  done  by  OBPP,  it  is  re- 
commended that  the  program  be  appropriated  from  the  earmarked  account  as 
requested  in  the  current  budget  submission  and  the  request  for  general 
funds  and  additional  FTE  be  deferred. 
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Investment  Division 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

12.0 


$210,240 


$138,085 

70,782 

1,373 

$210,240 


12.0 


$165,912 

97,967 

300 


13.0 


14.0 


$264,179    $272,422    $282,549    17.0 


$180,859 

90,463 

1,100 


$192,021 

89,138 

1,390 


22.7 

6.4 

48.8 


$264,179    $272,422    $282,549    17.0 


We  recommend  an  expenditure  increase  of  17  percent  over  the  1977 
biennium.   The  funds  recommended  for  approval  include  an  additional 
financial  analyst  in  fiscal  1978,  an  additional  clerk  in  fiscal  1979, 
$15,000  for  each  year  for  mortgage  and  "STIP"  programming,  and  funds  for 
conducting  annual  audits,  as  prescribed  by  law  ($17,500  and  $20,000). 

Not  recommended  for  funding  is  $25,000  in  fiscal  1978  and  $30,000 
in  fiscal  1979  for  outside  investment  advisor  consulting  services.   Only 
$13,819  was  spent  during  fiscal  1976  for  these  services.   A  securities 
analyst  is  being  added  during  fiscal  1977  by  reclassifying  an  existing 
systems  analyst  position.   The  addition  in  fiscal  1978  of  a  financial 
analyst  will  mean  that  two  additional  professional  staff  will  have  been 
added  since  fiscal  1976,  further  reducing  the  need  for  outside  services. 
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A  three  percent  vacancy  savings  factor  has  been  applied,  and  more 
modest  increases  than  requested  in  the  various  operating  accounts  have 
been  allowed. 

Communicat  ions 


Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 


FTE  20.14        20.14       20.14       20.14 

Fund  Source 

Other  Funds-Appropriated  $1,394,990  $1,477,060  $1,630,441  $1,666,730  14.8 
Other  Funds-Budget  Amended      27,325*     166,872  (100.0) 

Total  Funds  $1,422,315   $1,643,932  $1,630,441  $1,666,730    7.5 

Expenditures  By  Object 

Personal  Services  $  265,616  $  297,237  $  292,256  $  297,445  4.8 
Operating  Expenses  1,143,965  1,346,195  1,328,185  1,359,285  7.9 
Capital  12,734   500      10,000      10,000   51.1 

Total  Expenditures         $1,422,315   $1,643,932   $1,630,441   $1,666,730    7.5 

*  $105,913  was  amended  during  FY-76.   Only  $27,325  was  expended. 

For  the  1979  biennium  two  separate  communications  related  programs, 
microwave  and  communications,  are  being  merged  into  one  overall  com- 
munications program.   The  funds  recommended  for  approval  represent  an 
increase  of  7.5  percent  over  the  1977  biennium. 

Funds  are  recommended  to  design  and  operate  an  automated  computer 
billing  system.   This  system  should  free  up  an  existing  position  that 
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now  manually  processes  each  month's  bills.   Further,  this  program  has 
excessive  vacancy  savings  which  means  that  it  is  functioning  with  fewer 
staff  than  budgeted.   Therefore,  we  are  not  recommending  additional 
staff. 

This  program  budgeted  for  both  motor  pool  costs  and  vehicle  ac- 
quisition (and  related  gasoline,  etc.).   We  are  recommending  that  motor 
pool  vehicles  be  utilized  in  lieu  of  division  owned  vehicles. 

It  is  recognized  that  there  is  no  integrated  data  line/circuit 
system  which  maximizes  circuit  usage  by  the  various  state  networks.   We 
do  not  believe,  however,  that  additional  spending  authority  is  needed  to 
correct  this  deficiency.   The  recommended  spending  authority  includes 
these  higher  costs.   The  cost  of  analyzing  and  correcting  the  deficiencies 
should  be  absorbed  within  the  existing  authority,  offset  by  the  reduced 
costs  after  the  necessary  adjustments  are  made. 
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Personnel  Division 

LFA  Recommended    %  Chai 

Fiscal       Fiscal   Bienni 

1978        1.79   1977  ■ 

FTE  39.0*        41.0*         55.0         56.0* 

Fund  Source 

General  Fund  $407,787  $565, 3433  $   772,822  $  782,599  59. 

FPRA  -  Approp.  75,868  79,867  79,867  79,867  2. 

ERA  -  Approp.  137,902  144,052  174,023  178,664  25. 

RF  -  Approp.  5,500  6,000  42,000  45,000  N/ 

Other  -  Budget  Amend.  73,583  46,049     _N/ 

Total  Funds  $700,640     $841,311     $1,068,712   $1,086,130   39, 

*  Excludes  CETA  positions  established  in  fiscal  1976  and  1977. 

1.  Includes  CETA  funds  and  increase  in  IPA  training  revolving  funds. 

2.  Represents  increase  in  IPA  training  revolving  funds,  and  $12,049  in  CETA  funds. 
Also,  merit  system  bureau  is  anticipated  to  submit  a  supplemental  request. 
Amount  unknown  and  is  therefore  not  reflected  in  totals. 

3.  Includes  $87,077  established  by  balance  transfers  from  fiscal  1976  reversion. 
Expenditures  By  Object 


Personal  Services 
Operating  Expenses 
Capital 

$514,195 

141,394 

2,941 

$658,530 
42,110 

$700,640 

$602,750 

190,122 

10,000 

$802,872 
38,439 

$841,311 

$ 

$1 
$1 

803,223 

207,850 

19,200 

,030,273 
38,439 

,068,712 

$ 

836,916 

208,600 

2,175 

46 

25. 

65. 

42. 
(4. 

39. 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

$1 
$1 

,047,^91 
38,439 

,086,130 

We  are  recommending  that  a  complete  reprogramming  of  the  present 
Montana  personnel  system  be  undertaken  over  the  next  two  bienniums. 
The  funds  being  recommended  for  the  1979  biennium  allow  for  a  major 
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restructuring  and  upgrading  of  the  personnel  division,  the  elimination 
of  the  merit  system  bureau  and  absorption  of  its  functions,  the  in- 
stitution of  systems  planning  and  design,  further  centralization  of  EEO 
and  affirmative  action  activities,  expanded  negotiation,  hearings  and 
classification  capabilities,  and  the  development  of  standards  and 
policies  for  personnel  management  purposes. 

The  1975  legislature  stopped  further  expansion  of  the  merit  system 
and  set  the  level  of  the  personnel  division  at  the  1974  level  for  the 
1977  biennium.   Those  adjustments  were  made  in  the  belief  that  "con- 
solidation of  fragmented  personnel  functions  could  effect  significant 
economies."  However,  except  for  the  placement  of  the  labor  relations 
unit  with  the  personnel  division,  no  consolidation  has  taken  place.   In 
fact,  one  central  function,  referral  and  placement,  was  eliminated  by 
the  personnel  division  in  fiscal  1976.   This  has  resulted  in  a  more 
decentralized  and  costly  system. 

The  personnel  division  has  submitted  a  staffing  and  organizational 
proposal  that  lists  the  functions  that  must  be  undertaken  to  institute  a 
sound  personnel  system.   The  proposal  identifies  those  functions  that 
are  elements  of  a  comprehensive  program  currently  conducted  outside  the 
personnel  division  (and  which  are  duplicative   in  several  instances)  and 
those  which  are  not  provided  for  anywhere.   Some  of  the  more  important 
functions  that  are  not  now  being  undertaken  are: 
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-  System  revision  and  evaluation 

-  Statutory  reporting  and  evaluation 

-  Staffing  analysis 

-  Performance  evaluation 

-  Organizational  analysis 

-  Needs  assessment /manpower  forecasting 

-  Non-union  grievances 

-  Attrition  analysis/statistical  reporting 

In  our  opinion  the  state's  present  personnel  system  is  weak,  in- 
efficient and  lacks  consistency.   There  is  duplication  in  the  areas  of 
recruitment,  testing  and  record  maintenance.   Few  standards  exist  for  a 
consistent  application  of  pay  administration,  and  little  (if  any)  evaluation 
is  being  conducted  which  negates  the  concept  of  "merit  service"  in- 
creases. Because  of  the  lack  of  consistent  policies,  the  state  is 
vulnerable  to  EEO/discrimination  suits. 

Within  the  personnel  division  there  are  presently  four  functional 
bureaus:  labor  relations,  classification,  EEO,  and  training.  Each  of 
these  bureaus  is  experiencing  operating  deficiencies. 

Labor  Relations:   This  program  is  probably  the  most  effective  of 
the  programs  within  the  personnel  division.   However,  despite  its 
general  effectiveness,  it  is  in  the  position  of  only  being  able  to  repct 
to  crises  situations  due  to  its  limited  staff  resources.   Data  indicates 
that  the  program  has  generated  excessive  comp  time  to  just  stay  in  the 
reactive  position  they  are  in  now.   To  reduce  labor-management  conflict, 
additional  staff  are  needed  for  contract  administration  and  agency 
assistance. 
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Classification:   This  program  is  not  staffed  adequately  to  process 
and  investigate  classifications,  or  to  maintain  the  classification  plan. 
Very  little  research  or  activity  is  currently  being  undertaken  in  the 
area  of  pay  plan  development,  qualification  review/auditing,  or  economic 
analysis  for  salary  recommendations  to  the  legislature  due  to  the 
demands  of  the  classification  program  and  support  in  collective  bar- 
gaining activity. 

EEO/Aff irmative  Action:   The  state  is  in  a  very  poor  position  re- 
garding reporting,  plan  implementation  and  monitoring.   This  weak 
position  is  not  necessarily  due  to  the  lack  of  staff  but  rather  the  lack 
of  an  effective  reporting  system. 

Training:   This  program  has  provided  several  workshops  and  seminars 
for  approximately  1,400  state  employees,  or  only  9  percent  of  the  total 
state  workforce. 

General  Administration:   There  is  a  lack  of  standards  and  policies 
for  use  by  all  departments  of  government  in  the  areas  of  fringe  benefits, 
employee  evaluation,  and  pay  administration  (and  controls) ,  to  list  just 
a  few. 

The  personnel  division  has  transferred  a  total  of  $87,077  from  a 
fiscal  1976  reversion  which  will  provide  the  funds  to  begin  the  research 
and  development  of  personnel-related  data  systems  and  develop  rules  and 
policies  pertaining  to  pay  administration,  recruitment,  referral,  and 
promotions.   These  funds  will  allow  one  additional  FTE  to  be  continued 
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through  fiscal  1977  in  the  labor  relations  unit  and  to  add  one  addi- 
tional FTE  in  fiscal  1977  to  conduct  the  systems  research  and  design. 

The  funds  recommended  for  the  1979  biennium  allow  for  a  total  of  56 
FTE  which  represents  an  increase  of  100  percent  over  the  current  level 
FTE  authorization.   Two  of  these  new  FTE  have  been  added  by  the  balance 
transfer.   Of  the  28  new  FTE  being  recommended,  eleven  are  currently 
under  the  merit  system  bureau  and  two  are  being  recommended  for  transfer 
from  the  department  of  institutions.   Eight  other  FTE  are  not  being 
recommended  for  approval  in  other  departments'  requests  due  to  the 
centralization  recommendation.   Therefore,  the  net  new  FTE  are  13,  and 
presumably  several  of  these  would  have  been  approved  in  the  other  agency 
budgets  if  centralization  were  not  being  recommended. 

The  division  has  proposed  a  reorganization  which  would  al^ow  for 
five  functional  bureaus  and  three  staff  units.   We  believe,  however, 
that  several  of  the  functions  should  be  deferred  until  the  1981  biennium. 
Therefore,  we  are  recommending  that  two  of  the  proposed  functional 
bureaus  be  merged  for  the  1979  biennium. 

The  organizational  structure  and  staffing  positions  recommended 
is  at  the  end  of  this  division  '  s  analysis. 

Responsibilities  of  Units 

Systems  and  Procedures  Unit ;   Develop  and  implement  new 
personnel  reporting  systems,  form  design,  report  design,  and  technical 
write-up  of  policies  and  standards. 
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Policy  Administration  Unit:   Act  as  the  departmental  personnel 
office,  provide  budget  and  accounting  services  to  the  division,  provide 
salary  administration,  payroll  certification,  forms  and  personnel  policy 
composition,  and  develop  a  personnel  evaluation  system. 

Legal  Services  Unit:   Represent  the  state  in  court  actions,  classifi- 
cation hearings,  administrative  procedures  act  hearings,  labor  unit 
determination,  grievance  arbitration,  contract  interpretation,  and  EEO 
matters. 

Classification  Bureau:   In  addition  to  current  operations,  begin 
scheduled  maintenance  of  all  classifications  (maintain  validity  of 
classifications),  sample  audit  "new-hires"  for  qualification  review, 
conduct  annual  salary  surveys  and  develop  salary  plans  for  legislative 
consideration. 

Labor  Relations  Bureau:   In  addition  to  current  operations,  assist 
in  contract  administration  in  assigned  agencies,  monitor  union  organ- 
izational activity,  monitor  grievance  development,  and  provide  general 
labor  relations  assistance  to  state  agencies. 

Employee  Relations  and  Manpower  Bureau:   Provide  a  process  for  EEO 
related  grievances,  conduct  EEO  compliance  reviews  of  state  agencies, 
develop  training  programs,  provide  EEO  and  action  plan  monitoring  and 
assistance,  prepare  federally  required  EEO  reports,  and  begin  develop- 
ment of  productivity,  motivation,  and  counseling  programs  for  imple- 
mentation in  1981  biennium. 
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Recruitment  and  Referral  Bureau:   This  bureau  will  provide  es- 
sentially the  same  function  as  the  present  merit  system  bureau  except 
that  all  activities  relating  to  grievances,  classification,  specifi- 
cations, and  personnel  policies  and  standards  will  be  conducted  by  the 
respective  bureaus  above.   This  bureau  will  primarily  recruit,  test, 
rate,  certify,  and  refer  applications  to  those  grant-in-aid  agencies 
currently  under  the  present  merit  system  bureau.   This  bureau  should 
have  the  capability  to  provide  similar  services  to  all  agencies  of 
government,  upon  request. 

An  additional  16  FTE  are  not  recommended  to  develop  programs  in 
manpower,  productivity/motivation,  counseling,  and  suggestions,  or  to 
expand  training  or  to  conduct  organizational  analysis  for  classification 
and  pay  purposes.   While  we  believe  these  functions  are    necessary  to 
a  sound,  comprehensive  personnel  management  program,  they  are  not 
critical  at  this  time.   The  present  recommendation  is  ambitious  and  will 
require  an  intense  effort  on  the  part  of  management.   Therefore,  we 
recommend  that  the  personnel  program  be  phased  in  over  the  next  two 
bienniums  and  those  functions  that  are  not  critical  be  deferred  until 
the  1981  biennium. 
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Insurance  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Chang 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Bienniui 

1976 

1977 

1978         197^ 

1977  - 

FTE  4 . 0 

Fund  Source 

General  Fund  $517,264 

Other  Funds-Appropriated      273,547 

Total  Funds  $790,811 

Reversion-General  Fund  851 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures  $790,811 


4.0 


4.0 


4.0 


$514,254   $   700,228   $  926,885    57.7 
282,491    1,894,240    2,275,322   650.0 

$796,745   $2,594,468   $3,202,207   265.0 


$  62,151 

$  67,801 

$   69,294 

$   70,601 

7.7 

728,540 

728,944 

2,525,174 

3,131,606 

288.0 

120 

(100.0 

$796,745   $2,594,468   $3,202,207   265.0 


As  the  table  indicates,  the  insurance  costs  to  the  state  have 
virtually  doubled  since  originally  budgeted  in  fiscal  1976.   The  elimi- 
nation of  the  state's  sovereign  immunity  by  Article  II,  Section  18,  1972 
Constitution  and  the  recent  problems  being  experienced  by  the  insurance 
industry  have  seriously  impacted  upon  state  government.   Because  of  the 
elimination  of  sovereign  immunity  and  the  extremely  large  amounts  of 
awards  being  given  in  suits  against  governments,  insurance  companies 
have  reduced  their  risk  by  not  covering  state  governments. 

In  fiscal  1976  excluding  the  university  system,  approximately  $1.7 
million  was  budgeted  for  the  state  for  comprehensive  liability,  auto, 
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casualty,  and  other  coverages.   The  fiscal  1976  actual  costs  were  ap- 
proximately $2.6  million  excluding  the  university  system.   This  repre- 
sents an  unanticipated  overall  increase  of  53  percent  for  fiscal  1976 
and  the  fiscal  1977  costs  are  anticipated  to  increase  another  25  per- 
cent.  The  casualty  insurance  coverage  alone  increased  approximately  120 
percent  during  fiscal  1976. 

The  insurance  division  is  anticipating  further  increases  of  25 
percent  per  year  during  the  1979  biennium.   The  agency  has  expressed 
concern  over  whether  or  not  insurance  will  be  available  after  July  1977, 
at  any  cost.   If  the  state  cannot  receive  bids,  the  state  must  fully 
assume  the  cost  of  whatever  may  occur. 

We  recommend  that  a  joint  legislative  subcommittee  be  assigned  the 
project  of  studying  the  feasibility  and  cost  of  self -insuring,  self- 
assuming,  or  other  alternatives  of  insuring  state  government. 

Not  recommended  at  this  time  are  funds  requested  to  replenish  the 
risk  retention  reserve  which  was  depleted  in  part  to  pay  the  higher 
insurance  costs  during  fiscal  1976.   Two  additional  positions  requested 
are  not  recommended  for  approval.   The  increased  workload  anticipated 
does  not  justify  the  addition  of  a  full-time  lawyer  and  clerk. 

Included  in  the  recommendation  are  approximately  $1.7  million  in 
fiscal  1978  and  $2.0  million  in  fiscal  1979  to  be  appropriated  in  a 
revolving  fund.   These  amounts  were  not  appropriated  in  a  revolving  fund 
for  the  1977  biennium,  and  therefore  distort  the  actual  fiscal  1976  and 
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fiscal  1977  costs  as  noted  in  the  table  for  those  years.   The  amounts 
expended  in  fiscal  1976  (and  presumably  fiscal  1977)  were  handled  via  an 
agency  account  rather  than  a  revolving  account,  which  we  believe  wrs 
inappropriate.   The  purpose  of  appropriating  the  total  costs  in  this 
division  via  a  revolving  account  is  to  provide  a  better  accounting 
capability  to  track  these  costs  in  the  future. 

Passenger  Tramway 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 

Fund  Source 

Other  Funds-Appropriated      $  1,861       $2,600      -0-        -0-     (100.0) 
Other  Funds-Budget  Amended     (10,000)*     

Total  Funds  $1,861*      $2,600  (100.0) 

Expenditures  By  Object 
Operating  Expenses  $1,861       $2,600  (100.0) 

*  This  program  was  appropriated  $2,600  for  FY-76  and  received  an  additional  $10,000 
via  budget  amendment.   Only  $1,861  actually  was  expended  during  FY-76. 

It  is  recommended  that  this  program  be  eliminated  and  that  Section 
69-6601,  69-6602,  and  69-6605  through  6617,  R.C.M.  1947,  be  repealed. 

As  presently  structured,  this  program  is  ineffective.   Due  to  this 
ineffectiveness,  the  state  can  be  held  liable  in  the  event  of  any  accident 
involving  passenger  tramways  (cable  cars,  tow-bars,  etc.)  at  any  of  the 
ski  facilities  in  Montana.   An  example  of  this  can  be  seen  in  the  Vail, 
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Colorado  accident  last  ski  season  where  numerous  people  were  killed  and 
injured  due  to  a  cable  failure.   The  state  of  Colorado  is  presently 
involved  in  litigation  as  a  result  of  the  accident. 

Montana's  law  does  not  provide  for  adequate  licensing  fees  to  cover 
the  cost  of  the  required  facility  inspections.   Further,  the  tramway 
board  has  adopted  the  national  safety  standards  for  application  in 
Montana  which  severly  restrict  the  number  of  individuals  qualified  to 
conduct  inspections.   The  state  has  implied  liability  in  that  the  law 
requires  inspections  which  are  not  being  conducted  due  to  the  lack  of 
adequate  funding. 

The  real  issue  is  whether  the  state  should  be  involved  in  this  area 
at  all.   The  ski  resort  operators  should  be  responsible  for  the  fa- 
cilities they  operate,  and  be  directly  responsible  for  accidents  re- 
sulting from  unsafe  or  inadequate  facilities.   The  state  should  not 
share  this  responsibility  without  ensuring  itself  that  the  facilities 
are  safe. 

Therefore,  it  is  recommended  that  the  enabling  legislation  be 
repealed.   If  the  legislature  deems  the  state  is  responsible  for  the 
safety  and  welfare  of  skiers  in  Montana,  Section  69-6608  should  be 
amended  to  allow  for  the  recovery  of  the  actual  cost  of  conducting 
annual  inspections  by  qualified  engineers. 
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Records  Management 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 


4.0 


6.0* 


7.0 


8.0 


General  Fund 

$106,210 

$  84,447 

$  55,992 

$  72,894 

(32.4) 

Other  Funds-Appropriated 

89,740 

95,938 

100.0 

Other  Funds-Budget  Amended 

5,711 
$111,921 

18,495 
$102,942 

$168,832 

(100.0) 

Total  Funds 

$145,732 

46.4 

Reversion-General  Fund 

20 

Expenditures  By  Object 

Personal  Services 

$  44,039 

$  66,892 

$  76,193 

$  85,582 

45.8 

Operating  Expenses 

25,749 

31,350 

40,789 

37,550 

37.2 

Capital-Equipment 

42,133 

4,700 

28,750 

45,700 

59.0 

Total  Expenditures 

$111,921 

$102^942 

$145,732 

$168,832 

46.4 

*  Two  FTE  added  by  budget  amendment  24-77,  revolving  fund. 

We  are  recommending  an  expenditure  increase  of  46  percent  over  the 
1977  biennium.   However,  this  increase  reflects  an  overall  decrease  of 
32.4  percent  in  general  funds  from  the  1977  biennium.   The  general  fund 
requirements  for  the  1981  biennium  should  be  reduced  to  a  level  of 
approximately  $30,000  per  year,  or  another  50  percent  from  the  1979 
biennium. 

This  program  was  initiated  in  its  present  scope  in  the  1977  biennium. 
The  1977  biennium  operations  were  originally  funded  from  the  general 
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fund  for  the  purpose  of  getting  the  program  started  (acquiring  equip- 
ment, etc.).   This  program  is  designed  to  become  more  self  sufficient  as 
it  serves  more  agencies. 

The  program  budget  submission  for  their  current  operations  reflects 
a  decrease  in  the  general  fund  for  the  1977  original  appropriation  level 
of  $84,447  to  $23,580  in  FY-79,  with  a  more  than  commensurate  increase 
in  revolving/enterprise  funds.   Additionally,  the  modified/expanded 
services  portion  of  the  program  budget  requests  $65,650  in  general  fund 
for  the  biennium  to  acquire  additional  equipment. 

We  believe  the  acquisition  of  the  additional  equipment  in  the  1979 
biennium  provides  both  a  short  and  long  term  benefit  to  the  state, 
provided  funds  are  allowed  in  other  agency  budgets  to  undertake  the 
microfilm/microfiche  work  contemplated.   For  example,  the  supreme  court 
will  be  requesting  up  to  $225,000  over  the  next  two  bienniums  to  micro- 
fiche court  records  going  back  to  the  territorial  period.   It  is  estimated 
that  1150  cubic  feet  of  records  need  to  be  completed.   The  department  of 
livestock  is  requesting  $24,000  in  the  1979  biennium  to  film,  index  and 
generally  modernize  its  brand  inspection  and  transfer  records.   Other 
potential  applications  include  institutions  and  employment  security.   We 
believe  the  short  term  cost  of  acquiring  equipment  more  than  offsets  the 
long  term  cost  of  storage  space  rental,  inaccessibility,  and  potential 
loss  through  age,  fire,  etc. 


133 


Page  43  -  Administration 

General  funds  are  recommended  to  acquire  more  sophisticated  equip- 
ment to  service  the  supreme  court  and  livestock  efforts.   If  those  two 
efforts  are  not  funded  by  the  legislature,  the  above  equipment  cost  ;  can 
be  eliminated  or  deferred  until  the  1981  biennium.   Funds  are  provided 
for  moving  to  the  old  liquor  warehouse  during  fiscal  1978. 


Fund  Source 
General  Fund 
Reversion-General  Fund 
Expenditures  By  Object 
Operating  Expenses 


Transportation  of  Prisoners 

Actual    Appropriated    LFA  Recommended  %  Change 

Fiscal       Fiscal      Fiscal      Fiscal  Biennium 

1976        1977        1978        1979  1977  -  79 


$44,901      $45,000     $50,000     $52,500    14.00 
99 


$44,901 


$45,000     $50,000     $52,500    14,00 


We  recommend  approval  of  funds  as  requested.   Expenditures  increase 
14.0  percent  over  the  1977  biennium.   This  program  transferred  $3,500 
from  the  fiscal  1977  appropriation  to  cover  unpaid  travel  claims  in 
fiscal  1976.   A  supplemental  appropriation  probably  will  be  requested  „o 
cover  the  undetermined  fiscal  1976  costs.   The  increase  for  the  1979 
biennium  is  requested  to  cover  the  increasing  number  of  prisoners  being 
extradited  to  Montana  or  transported  to  Deer  Lodge  prison. 
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Renewable  Resources 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


Actual 

Fiscal 

1976 

2.0 


$26,195 


$26,195 


Appropriated 

Fiscal 

1977 

2.0 


LFA  Recommended    %  Change 
Fiscal      Fiscal  Biennium 
1978        1979   1977  -  79 


2.0 


$30,950 


2.0 


$30,950     $30,961     $31,525    9.4 


$25,500 

$29,230 

$29,811 

$30,275    9.8 

397 

1,720 

1,150 

1,250   13.4 

298 

(100.0) 

$30,961     $31,525    9.4 


This  program's  expenses  are  recommended  to  increase  9.4  percent 
over  the  1977  biennium. 

This  program  was  established  in  H.B.  642,  1975  session  (codified  as 
89-3601  through  3609,  R.C.M.  1947)  to  administer  the  public  sector 
portion  of  the  renewable  resources  program.   One  grant  is  presently 
being  processed  totaling  approximately  $1.5  million  which  may  be  pre- 
sented by  the  Governor  to  the  1977  legislature  for  funding. 

Initiative  3,  1976  general  election,  stipulates  that  one-fourth  of 
the  proceeds  of  the  coal  tax  be  placed  in  a  permanent  trust  fund  through 
fiscal  1979,  and  one-half  thereafter.   This  raises  the  question  of  the 
availability  of  funds  to  continue  the  renewable  resources  program,  and 
provide  for  the  repayment  of  future  bond  issues.   Presently  no  bonds 
have  been  issued  under  the  program  pending  a  test  court  case  on  the 
legality  of  the  proposed  issues. 
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Further,  it  is  questioned  whether  the  public  sector  portion  of  the 
renewable  resources  program  should  continue  to  be  assigned  to  the  de- 
partment of  administration.   This  program  is  responsible  for  coord  ;nating, 
reviewing  and  preparing  grant /loan  requests  for  the  Governor  from  the 
various  state  agencies,  local,  district,  or  other  public  entities  within 
the  state.   In  this  effort  the  program  may  be  better  placed  within  the 
department  of  community  affairs  where  a  better  coordination  process  with 
local  governments  exists. 


Workers'  Compensation  Judge 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE  5.0  6.0         6.0         6.0 

Fund  Source 


Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

$  82,065 
25,0681 

$107,133 

$85,6462 

$137,235 

$140,278 
$140,278 

65.5 
(100.0) 

Total  Funds 

$85,646 

$137,235 

44.0 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$  69,622 

29,752 

7,759 

$44,290 

38,856 

2,500 

$  98,725 

36,010 

2,500 

$100,358 

37,420 

2,500 

75.0 
7.0 
(51.3) 

Total  Expenditures 

$107,133 

$85,646 

$137,235 

$140,278 

44.0 

1.  $30,278  provided  in  budget  amendments,  combination  of  workers'  comp.  ERA  and 
CETA  grant. 

2.  It  is  anticipated  that  approximately  $58,000  will  be  requested  in  a  supplementa 
to  cover  anticipated  costs  of  6  FTE  and  operations. 


' 
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This  program's  recommended  expenditures  will  increase  10.7  percent 
over  the  1977  biennium,  provided  a  supplemental  in  the  amount  noted 
above  is  provided  for  fiscal  1977.   The  fiscal  1978  amount  recommended 
represents  an  increase  of  28  percent  over  fiscal  1976  actual  expenses, 
and  allows  for  sufficient  funds  to  cover  the  anticipated  workload,  plus 
inflation. 

This  program  was  initiated  in  fiscal  1976  (H.B.  100,  1975  session). 
The  workload  of  the  program  was  double  the  original  estimate  of  150 
hearings  for  fiscal  1976.   As  a  result,  four  positions  were  added  during 
FY-76  and  are  carried  as  current  level.   One  of  the  positions  was  added 
by  CETA  funds  and  is  now  recommended  for  approval  under  the  normal 
funding  arrangements. 

There  is  a  problem  with  the  salary  assignments  within  this  program. 
The  judge  desires  to  keep  the  staff  exempted  from  the  classified  service. 
However,  there  is  no  legal  authority  to  do  so.   The  judge  is  not  elected, 
nor  is  the  program  part  of  the  judicial  or  legislative  branches.   There- 
fore, under  Title  59-9,  R.C.M.  1947,  the  staff  should  not  be  exempted. 

The  funds  recommended  for  salaries  and  wages  reflect  the  fiscal 
1977  actual  salaries,  plus  allowances  for  normal  step  increases.   The  10 
percent  per  year  increases  requested  are  not  recommended.   Further,  one 
position  is  based  on  a  30  hour  week.   Therefore,  the  actual  funds  needed 
(75%)  are  recommended. 


137 


Page  47  -  Administration 

It  is  recommended  that  the  classification  bureau,  personnel  division, 
assign  appropriate  classifications  to  the  five  FTE  staff  within  this 
program. 


Board  of  Examiners 


Ac  tual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital -Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


7.0 


5.0 


2.0 


2.0 


$655, 4081    $558, 9402    $36,1453    $35,8043   (94.1) 


$  86,215 

17,774 

1,500 

$105,489 
549,919 

$655,408 


$  75,763 

22,184 

2,400 

$100,347 
458,593 

$558,940 


$33,645 
2,500 


$36,145 
$36,145 


$34,154 
1,650 


$35,804 
$35,804 


(58.2) 

(89.6) 

(100.0) 

(65.1) 
(100.0) 

(94.1) 


1.  Includes  $549,919  direct  grants  for  Vietnam  honorarium 

2.  Includes  $458,593  direct  grants  for  Vietnam  honorarium 

3.  Vietnam  honorarium  program  terminated 


We  are  recommending  funds  sufficient  to  support  the  operations  of 
the  board  of  examiners  and  two  FTE,  the  executive-secretary  and  a 
clerical.   The  Vietnam  honorarium  program  will  terminate  at  the  end  of 
fiscal  year  1977  and  no  funds  are  requested  for  the  1979  biennium. 

It  is  recommended  that  $18,000  in  general  funds  requested  for  the 
rental  and  maintenance  of  the  senate  roll-call  and  sound  equipment  be 
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appropriated  directly  to  the  legislature  (senate)  for  the  1979  biennium. 
This  appropriation  has  previously  been  made  to  the  board's  interim  pro- 
jects program.   The  appropriation  for  the  house  system  is  made  directly 
to  the  legislature,  and  we  recommend  that  the  senate  needs  be  handled  in 
the  same  manner. 

The  legislature  may  wish  to  review  the  functions  of  this  program  to 
determine  if  there  is  a  need  to  continue  its  operations  for  the  1979 
biennium.   Title  82-11,  R.C.M.  1947,  lists  the  functions  of  the  board. 
It  can  be  seen  that  since  the  establishment  of  the  department  of  admin- 
istration, some  of  the  more  routine  functions  have  been  absorbed  by  the 
department.   The  functions  that  remain  with  the  board  are  unsettled 
claims  against  the  state  and  managing  the  bid  process  for  state  con- 
tracts.  Both  of  these  functions  could  be  easily  absorbed  by  the  depart- 
ment in  that  most  of  the  staff  support  for  these  two  functions  are 
already  provided  by  the  department. 

Merit  System  Council 
It  is  recommended  that  Section  59-914  R.C.M.  1947  be  repealed;  the 
merit  system  council  and  bureau  be  abolished;  the  functions,  records, 
equipment  and  earmarked  revenue  account  be  transferred  to  the  control  of 
the  personnel  division;  and  the  administrator  of  the  personnel  division 
also  be  designated  as  director,  Montana  merit  system,  in  compliance  with 
federal  regulations. 
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Montana  Retirement  Systems 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 


30.12 


30.12 


30.12 


30.12 


General  Fund 

Other  Funds-Appropriated 

$   2,000 
658,167* 

$   2,000 
659,373 

$   2,000 
722,781 

$   2,000 
739,175 

-0- 
10.96 

Total  Funds 

$660,167 

$661,373 

$724,781 

$741,175 

10.93 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

$324,006 

276,585 

4,101 

$359,782 

217,216 

2,375 

$362,009 

262,222 

1,550 

$370,332 

270,293 

1,550 

7.1 
7.84 
(52.1) 

Total  Operating  Costs 
Grants 

$604,692 
55,475 

$579,373 
82,000 

$625,781 
99,000 

$642,175 
99,000 

7.08 
44.00 

Total  Expenditures 


$660,167 


$661,373    $724,781    $741,175   10.93 


*  The  $602,692  amount  includes  a  total  of  $52,833  provided  in  budget  amendments  to 
provide  funds  for  the  unanticipated  costs  of  the  systems  development  effort. 
Similar  amounts  are  anticipated  for  fiscal  1977. 

We  recommend  the  merger  of  the  administration  of  the  eight  separate 
retirement  systems  into  one  administrative  unit.   The  continuation  of 
the  present  system  of  administering  seven  retirement  systems  by  one  unit 
and  one  system  (teachers')  by  another  unit  to  be  inefficient  and  not 
cost  effective.   The  day-to-day  operations  of  serving  active  members, 
processing  refunds,  conducting  pre-retirement  counseling,  and  calculating 
benefits  are  common  to  all  the  systems,  regardless  of  the  various 
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benefits  provided  under  the  different  systems.   The  application  of 
consolidated  data  processing  systems  elsewhere  has  proven  effective  in 
reducing  system  costs  and  maintaining  the  integrity  of  the  separate 
funds  and  membership  within  each  system. 

For  example,  based  on  a  systems  study  conducted  by  Ernst  and  Ernst, 
a  large  CPA  consulting  firm,  the  state  of  Maryland  merged  the  then 
existing  seven  separate  retirement  systems  under  one  administrative 
unit  in  the  early  1970' s.   Maryland's  operating  budget  for  fiscal  1977 
is  approximately  $1  million  with  56  FTE  supporting  the  retirement  unit. 
Maryland's  retirement  systems  had  a  combined  fund  total  of  over  $2 
billion,  and  serves  over  100,000  active  member  teachers,  60,000  active 
member  state  employees,  and  those  currently  retired. 

Montana's  systems  are  requesting  33.12  FTE  and  $686,049  for  fiscal 
1978  and  $706,377  for  fiscal  1979  to  administer  to  26,000  active  member 
employees,  15,000  active  member  teachers,  and  those  currently  retired. 
The  fiscal  1978  contractual  services  costs  to  the  Montana  systems  total 
$166,989  or  24  percent  of  the  total  requested  for  those  years  versus 
$197,135,  or  19.7  percent  of  the  total  costs  of  the  Maryland  system  in 
fiscal  1977.   The  contractual  services  costs  in  fiscal  1976  for  the 
Montana  teacher's  system  was  33  percent,  and  30.3  percent  for  PERS ,  of 
the  total  costs.   These  costs  were  the  result  of  the  cost  of  development 
of  similar,  but  separate,  data  systems  for  each  of  the  two  operating 
units.   It  is  expected  that  the  fiscal  1977  costs  will  be  similar  to 
those  in  fiscal  1976. 

It  is  recommended  that  the  operating  staff  of  each  system  be  merged 
under  one  administrator,  and  the  similar  but  separate  data  bases  be 
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incorporated  into  one  common  data  base.   No  current  level  FTE  are  re- 
commended for  deletion  at  this  time.   However,  the  request  for  three 
additional  FTE  for  the  1979  biennium  are  not  recommended  based  on  '.he 
efficiencies  to  be  gained  by  merger. 

The  amount  of  funds  recommended  for  the  1979  biennium  represent  a 
7.08  percent  increase  over  the  1977  biennium  for  the  two  units  combined. 
Additional  funds  for  data  processing  and  actuarial  costs  are  allowed, 
and  funds  to  microfilm  teachers'  system  records  are  recommended.   It  is 
recommended  that  the  units  be  housed  in  one  building,  preferably  the 
teachers'  building,  and  the  space  in  the  PERS  building  be  leased.   Costs 
incidental  to  the  move  could  be  approved  by  budget  amendment. 


State  Tax  Appeals  Board 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital-Equipment 

Total  Expenditures 


7.0 

$181,506 
51,009 


$127,840 
53,493 

173 

$181,506 


7.0 


6.0 


6.0 


$235,213    $192,873    $199, 80t>   (5.8) 


$146,008 

87,405 

1,800 


$135,637 
57,236 


$139,711     .6 
60,095   (16.7) 
(100.0) 


$235,213    $192,873    $199,806   (5.8) 
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This  program  would  receive  a  5.8  percent  funding  decrease  under  the 
recommendation.   There  are,  however,  extenuating  circumstances  that  may 
require  the  amount  of  funds  recommended  to  be  increased  during  the  1977 
session. 

As  a  result  of  numerous  court  cases,  the  Governor  "rolled  back"  the 
property  values  to  the  1974  level  in  late  fiscal  1976.   Therefore,  the 
number  of  appeals  anticipated  for  fiscal  1976  did  not  materialize. 
Because  of  several  court  actions  and  the  roll  back,  this  program  re- 
verted $51,000,  or  22  percent  of  the  original  appropriation.   A  sub- 
stantial reversion  can  be  anticipated  in  fiscal  1977. 

The  pending  supreme  court  decision  and  any  legislative  action  on 
the  property  tax  program  during  the  1977  session  will  have  an  effect  on 
this  program.   The  number  of  appeals  can  be  expected  to  dramatically 
increase  during  the  1979  biennium  if  valuations  are  significantly  in- 
creased. 

Depending  upon  actions  of  the  1977  legislature  concerning  the 
schedule  of  revaluation,  this  budget  should  be  modified. 
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DEPARTMENT  OF  ADMINISTRATION 

Treasury  Division 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds: 


9 

.0 

8 

.0 

1 

.0 

Executive  Budget  9.0       $284,070     $13,150,000   $13,434,07C 

LFA  Recommendation  8^        230,551         -0-  230,55] 


Executive  over  (under)  LFA  1^0        $53,519     $13,150,000    $13,203,51*. 

There  are  two  reasons  for  the  differences: 

1.  General  Fund:   The  elected  treasurer's  position  and  fringe 
benefits  are  deleted  for  the  1979  biennium  and  other  minor  adjustments 
are  made  to  the  operating  accounts. 

2.  Earmarked  funds:   We  recommend  that  the  legislature  authorize 
the  expenditure  of  all  local  assistance  funds  required  by  law  rather  than 
a  specific  dollar  amount. 
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DEPARTMENT  OF  ADMINISTRATION 
Treasury  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Servcies 
Operating  Expenses 

Total  Expenditures 


$126,293 

$126,293 

61 


$130,421    $114,101    $116,450   (10.2) 
$130,421    $114,101    $116,450 


$114,463 

$119,391 

$100,636 

$102,292 

(13.2) 

11,830 

11,030 

13,465 

14,158 

20.8 

$126,293 


$130,421    $114,101    $116,450    (10.2) 


Summary 

We  recommend  that  the  present  office  of  state  treasurer  be  reorganized 
as  a  division  of  the  department  of  administration.   One  position  has 
been  eliminated  in  the  recommended  funding. 

Reorganization  of  Treasurer's  Office 

The  1972  constitution  eliminated  the  state  treasurer  as  a  con- 
stitutional office.   A  bill  in  the  1975  legislature  which  provided  for 
an  elected  state  treasurer  was  killed  by  gubernatorial  veto.   When  the 
four-year  term  of  the  present  treasurer  expires  on  January  3,  it  appears 
that  there  will  be  no  state  treasurer  to  supervise  the  operations  of  the 
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office.   However  Article  VI,  Section  1  provides  that  each  elected 
executive  official  holds  office  until  a  successor  is  chosen. 

Under  the  provisions  of  law  (82A-21A  R.C.M.  1947)  the  office  is 
attached  for  administrative  purposes  to  the  department  of  administration. 
This  section  gives  the  department  little  or  no  authority  to  assume  the 
treasurer's  function.   As  such  the  line  of  authority  of  the  office  is  in 
a  sort  of  limbo  with  no  present  statutory  or  constitutional  authority. 

The  major  alternatives  available  to  clarify  this  situation  would  be 
to  statutorily  establish  the  treasurer  as  an  elected  official  (attached 
to  the  department  of  administration  for  administrative  purposes) ,  or 
create  a  treasurer's  division  within  the  department  of  administration. 
The  budget  requests  of  both  the  department  of  administration  and 
the  treasurer's  office  seem  to  assume  the  present  organizational  structure 
will  continue  through  1979. 

A  treasurer  function  is  a  vital  part  of  any  organization's  cash 
management  program.   The  collecting  and  depositing  of  funds,  bond 
management,  maintaining  cash  balances  for  management  and  investment 
purposes,  and  determining  collateral  needs  are  some  of  the  normal  da^  to 
day  functions  of  a  treasurer.   This  is  not  to  say  that  the  function  of 
the  treasurer  need  be  in  a  separate  department  from  the  accounting, 
investment  or  fund  management  functions  of  the  state.   There  are  basic 
accounting  principles  that  must  be  followed  to  assure  adequate  controls 
over  receipts,  deposits  and  subsequent  accountings.   However,  these 
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principles  do  not  require  that  the  treasurer  and  accounting  functions 
operate  in  separate  departments. 

We  believe  that  a  substantially  more  efficient  and  effective 
treasury  function  can  be  realized  by  integrating  many  of  the  current 
treasurer  functions  with  the  department  of  administration's  accounting 
division.   Adequate  internal  controls  can  be  instituted  by  the  depart- 
ment of  administration  to  ensure  compliance  with  the  accounting  principles. 

The  amount  of  funds  currently  expended  on  the  treasurer  function 
should  be  adequate  to  integrate  this  function  into  the  department's 
operations.   Therefore,  we  recommend  that  the  treasurer  function  be 
integrated  with  the  department  of  administration's  overall  appropriation. 

It  is  also  recommended  that  the  method  of  appropriating  the  local 
assistance  program  be  altered.   Sections  84-1840  and  11-4513,  R.C.M. 
1947,  dictate  the  amounts  and  method  of  transfer  that  must  be  made.   To 
also  stipulate  by  appropriation  these  amounts  is  redundant,  and  requires 
amendment  when  these  sections  are  altered  during  the  session.   It  is 
recommended  that  the  appropriation  bill  appropriate  the  sum  "mandated  by 
statute",  and  the  specific  dollar  amount  be  deleted  in  the  appropriation 
bill.   The  only  specific  amount  to  be  appropriated  would  be  the  funds 
needed  to  support  the  treasury  operation.   The  specific  amounts  of  funds 
transferred  under  the  law  should  continue  to  be  reported  in  the  ap- 
propriate statewide  budgeting  and  accounting  reports  for  information 
purposes. 
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DEPARTMENT  OF  JUSTICE 

(Excluding  Montana  Board  of  Crime  Control) 

Fiscal 

1979    Biennium 

FTE  General  Fund   Other  Funds   Total  Funds 

Executive  Budget                 453.36  $7,725,216    $11,735,871   $19,461,087 

LFA  Recommendation                464.86  7,875,934     11,373,601    19,249,535 

Executive  over  (under)  LFA         (11.5)  $(150,718)      $362,270      $211,552 


The  difference  of  a  net  of  $211,552  is  due  to  several  reasons: 

1.  Our  recommendation  regarding  the  motor  vehicle  division  shows 

a  net  difference  of  $215,951  and  the  addition  of  12  FTE  (we  are  $104,841 
in  general  funds  and  $108,110  in  other  funds  under  the  executive). 

2.  Our  recommendation  regarding  the  legal  services  division  shows 
a  net  difference  of  $11,204  in  general  funds  and  0.5  FTE  less  than  the 
executive. 

3.  Our  recommendation  regarding  the  investigation,  communication 
and  identification  division  shows  a  net  difference  of  $127,204  made  up 
of  $183,062  more  in  general  funds  and  $310,266  less  in  other  funds  from 
the  executive.   The  major  reason  for  the  large  disparity  in  fund 
sources  between  the  two  is  due  to  the  executive  funding  of  the  law 
enforcement  teletype  and  academy  programs  with  one-time  federal  funds 
in  fiscal  1978. 

4.  Our  recommendation  in  the  administrative  division  is  $120,399 
greater  than  the  executive,  made  up  of  $61,293  in  general  funds  (for 
insurance)  for  the  central  services  program  and  $59,106  in  other  funds 
for  data  processing,  for  increased  teleprocessing  costs. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


DEPARTMENT  OF  JUSTICE 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

475. 361 


$4,098,533 

4,478,061 

266,356 


467. 86J 


464.86 


$4,145,340  $3,842,963 

4,726,464   5,669,623 

287,023  


464.86 


$4,032,971    (4.46) 

5,703,978    23.6 
(100.0) 


$8,842,950   $9,158,827   $9,512,586   $9,736,949 

207,587 
207,604 


6.9 


$5,456,598 

2,316,979 

654,182 


$5,915,385 

2,730,872 

512,570 


$5,859,892 

2,502,659 

657,764 


$6,070,679 

2,627,426 

529,627 


$8,427,759   $9,158,827   $9,020,315o  $9,227,732, 


379, 5002     505,000^    492,271' 
$8,807,259   $9,663,827   $9,512,586 


509,217' 
$9,736,949 


4.9 
1.6 
1.8 

3.8 


4.2 


1.  Includes  7  CETA  positions  via  budget  amendments. 


2.  H.B.  267,  1975  session  increased  states  share  of  highway  patrolmen's  retirement 
system  contribution  to  16  percent  of  salary.   These  funds  were  not  appropriated 
in  the  1977  biennium.   For  the  1979  biennium  they  are  included  in  the  highway 
patrol  program's  recommendation. 


Summary 

We  recommend  an  overall  increase  of  3.8  percent  in  operating  costs 
for  the  department  for  the  1979  biennium.   We  are  recommending  a  decrease 
in  general  funds  offset  by  an  increase  in  other  earmarked  funds.   The 
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decrease  in  general  funds  is  due  primarily  to  the  termination  of  the 
workmens'  compensation  prosecution  program. 

Major  Recommendations 

1.  Eliminate  motor  vehicle  division  administration  program. 

2.  Restructure  driver  license  examination  program  by  reassigning 
26  patrolmen  to  field  services  unit  and  adding  32  civilian  examiners. 

3.  Expand  field  services  program  by  reassignment  of  26  patrolmen 
from  the  drivers  license  examination  program. 

4.  Eliminate  commercial  vehicle  regulation  program. 

The  department  had  an  unexpended  balance  of  4.7  percent  in  fiscal 
1976,  made  up  of  5.1  percent  general  fund  and  4.6  percent  other  funds. 
The  fiscal  1977  appropriated  amount  now  represents  an  increase  of  8.7 
percent  over  the  1976  expenses. 

Legal  Services  Division 
The  division  is  presently  made  up  of  four  separate  programs:   Legal 
services,  escheated  estates,  county  attorney  coordination  program  and 
the  workmen's  compensation  prosecution  program  (which  is  funded  to 
December  31,  1976) . 
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Legal  Services  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


15 

$297,322 
13,435 


$230,021 

53,143 

723 

$283,887 


15 


15 


$317,866    $337,335 


15 


$357,513    12.95 


$263,172 

52,907 

1,787 


$280,131 

49,854 

7,350 


$297,500 

50,623 

9,390 


$317,866    $337,335     $357,513 


17. 
(5. 

566 

1 

3) 
.9 

15. 

5 

Expenses  of  this  program  are  recommended  an  increase  of  15.5  per- 
cent for  the  1979  biennium.   This  large  increase  is  totally  within  the 
personal  services  area.   No  adjustments  for  vacancy  savings  or  turnover 
have  been  made  in  personnel  services,  accounting  for  the  17.1  percent 
increase  recommended  in  these  accounts. 

Operating  expenses  are  decreased  by  5.3  percent  reflecting  decreased 
costs  in  legal  fees  and  court  costs,  supplies  and  materials,  travel  and 
rent,  as  requested,  and  more  modest  increases  in  postage  and  phone  costs 
than  requested.   Funds  are  allowed  for  the  replacement  of  two  vehicles. 
The  current  vehicles  will  have  over  90,000  miles  during  the  current 
biennium. 


151 


Page  5  -  Justice 


Escheated  Estates 


Actual 

Appropriated 

LFA  R< 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

LFA  Recommended    %  Change 
Fiscal  Biennium 
1979   1J77  -  79 

FTE  .8  .8  .8  .8 

Fund  Source 

Other  Funds-Appropriated      $17,500      $18,225     $19,569      $20,859  13.2 

Appropriation  Balance  607 

Expenditures  By  Object 

Personal  Services            $16,820      $18,225     $19,569      $20,859   15.4 
Operating  Expenses  73      

Total  Expenditures  $16,893      $18,225     $19,569      $20,859  15.1 

We  recommend  an  increase  of  15.1  percent  for  the  next  biennium  for 
this  program.  No  reductions  were  made  in  this  program  comprised  solely 
of  personal  services. 
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County  Attorney  Coordinator 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

1.25 


$18,296 
20,000 

$38,296 

1,516 
12,074 


$  8,618 

14,662 

1,426 

$24,706 


1.25 


$17,019 
24,705 


.75 


$41,724    $19,471 


$41,724    $19,471 


$  9,956 
9,515 


.75 


$20,426 


$10,497 
9,929 


(33.5) 
(100.0) 


$20,426    (50.1) 


(20.2) 

(50.6) 

(100.0) 


$41,724  $19,471 


$20,426    (39.9) 


We  recommend  an  overall  reduction  of  37.2  percent  for  the  1979 
biennium.   This  reduction  represents  a  reduction  of  21  percent  for 
fiscal  1978  over  the  actual  1976  expenditures,  and  is  the  result  of 
reduced  costs  in  consulting  services  ($5,745  spent  in  FY-76  and  none 
requested  in  the  1979  biennium)  and  our  recommendation  that  law  student 
intern  research  be  maintained  at  the  1976  level  ($5,000).   The  funding 
recommended  for  approval  allows  for  the  same  level  of  activity  as  in 
fiscal  1976  for  this  program. 
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Workmans'  Compensation  Prosecution 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Fiscal 

1976 

15.0 


$493,164 
62,127 


$311,873 
119,164 

$431,037 


Appropriated 

Fiscal 

1977 

7.5 


$252,383 


$183,983 
68,400 

$252,383 


LFA  Recommended 
Fiscal     Fiscal 


1978 


-0- 


-0- 


-0- 
-0- 

-0- 


1979 


-0- 


-0- 


-0- 
-0- 

-0- 


%  Change 
Biennium 
19/7  -  79 


(100.0) 


(100.0) 
(100.0) 

(100.0) 


This  program  is  unfunded  for  the  1979  biennium.   All  prosecutions 
are  to  be  completed  during  fiscal  1977. 

Motor  Vehicle  Division 

This  division  is  presently  made  up  of  six  separate  programs.   We 
recommend  a  major  restructuring  by  eliminating  two  programs  and  the 
establishing  of  a  civilian  driver  license  examination  program  in  lieu  of 
the  uniformed  peace  officers  now  conducting  examinations. 

We  recommend  that  the  motor  vehicle  division  administrator  program 
be  eliminated,  eight  highway  patrol  officers  be  added  to  the  field 
services  program,  32  civilian  license  examiners  be  added  to,  and  26 
highway  patrol  examiners  be  eliminated  from,  the  driver  license  examination 


154 


Page  8  -  Justice 

program,  and  the  commercial  vehicle  regulation  program  (18  FTE  highway 
patrol  officers)  be  eliminated.   The  net  effect  is  eight  additional 
officers  will  be  available  for  highway  patrol  duty,  and  32  civilian 
examiners  will  be  added  in  place  of  26  patrol  officers  at  less  cost. 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal     Fiscal 

Biennium 

1976 

1977 

1978       1979 

1977  -  79 

2.0 


$11,296 
22,569 

$33,865 

86 
5,571 


$25,599 
2,609 

$28,208 


2.0 


$12,220 
24,323 

$36,543 


$30,684 
5,859 

$36,543 


-0- 


-0- 
-0- 

-0- 


-0- 
-0- 

-0- 


-0- 


-0- 
-0- 

-0- 


-0- 
-0- 

-0- 


(100.0) 
(100.0) 

(100.0) 


(100.0) 
(100.0) 

(100.0) 


Motor  Vehicle  Division  Administrator 

We  recommend  this  program  be  eliminated  for  the  1979  biennium. 
This  program  was  established  primarily  to  coordinate  the  activities  of 
the  highway  patrol  and  the  motor  vehicle  registration  programs  when 
reorganization  took,  place  in  1971.   The  administrator  was  given  limited 
authority  and  little  responsibility  under  Section  82A-1204  -1206,  R.C.M. 
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1947,  and  Title  53-1  and  31-1,  R.C.M.  1957.   We  recommend  that  Sections 
82A-1204  and  1206  be  repealed,  and  Section  82A-1205(1)  be  amended  to 
delete  reference  to  division  of  motor  vehicles  and  substitute  in  lieu 
thereof  "the  office  of  the  registrar  of  motor  vehicles"  and  82A-1205(2) 
be  amended  to  delete  reference  to  division  of  motor  vehicles  and  sub- 
stitute in  lieu  thereof  "the  office  of  chief,  highway  patrol." 

Highway  Patrol  Operations 

Actual    Appropriate     LFA  Recommended     %  Change 
Fiscal       Fiscal     Fiscal      Fiscal    Biennium 
1976        1977       1978        1979     1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 


32.88 


$370,615 
118,575 


32.88 


32.88 


$403,915   $386,326 
126,596    161,003 


32.88 


$395,862 
166,769 


$489, 1901  $530, 5112      $547,329  $562,631 


(1.0) 
33.7 

8.9 


Reversion-General  Fund 

8,517 

Appropriation  Balance 

14,457 

Expenditures  By  Obiect 

Personal  Services 

$326,179 

$366,811 

$380,211 

$389,639 

11.1 

Operating  Expenses 

128,162 

144,925 

124,830 

129,091 

(7  0) 

Capital 

11,875 

18,775 

19,720 

20,480 

31.2 

Total  Operating  Costs 

$466,216 

$530,511 

$524,761 
22,568J 

$539,210 

6.75 

Non-Operating  Costs-Ret. 

379,500J 

505, 0003 

23,4213 

N/A 

Total  Expenditures 

$845,716 

$1,035,511 

$547,329 

$562,631 

N/A 
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Highway  Patrol  Operations  -  continued 

1.  Of  the  total  appropriation  $18,952  in  general  funds  and  $49,659  in  earmarked 
fund  were  transferred  to  other  divisions  of  the  highway  patrol.   Net 
appropriation  was  $489,190  for  fiscal  1976.   Of  this  amount  $8,517  in  general 
fund  and  $14,457  in  earmarked  was  unexpended  in  fiscal  1976. 

2.  Of  the  total  appropriation  $18,952  in  general  funds  and  $49,659  in  earmarked 
funds  were  transferred  to  other  divisions  of  the  highway  patrol.   Net  ap- 
propriation remaining  is  $530,511  for  fiscal  1977. 

3.  H.B.  267,  1975  session,  increased  the  state's  contribution   to  the  highway 
patrolmen's  retirement  system  to  16  percent  of  salary.   These  costs  for 
fiscal  1976  and  1977  were  carried  in  the  patrol  operation  program.   For  the 
1979  biennium  these  costs  will  be  carried  in  each  of  the  programs  appropriations. 

We  recommend  an  overall  expenditure  increase  of  6.75  percent  over 
the  1977  biennium,  as  experienced  to  date.   The  funding  reflects  an 
increase  of  33.7  percent  in  earmarked  funds  and  a  slight  decrease  of  0.3 
percent  in  general  funds  for  operating  costs. 

H.B.  267,  1975  session,  dedicated  a  portion  of  the  funds  collected 
from  the  driver  license  fees  for  the  purpose  of  providing  16  percent  of 
highway  patrolmen's  salaries  for  retirement  contributions.   These  costs 
were  carried  in  the  patrol  operations  budget  for  the  1977  biennium  but 
will  be  reflected  in  each  of  the  operations  programs  for  the  1979 
biennium. 

Operating  support  costs  are  recommended  to  decrease  7  percent  from 
the  1977  biennium,  as  experienced  to  date.   The  reduction  is  due  to 
$10,000  less  being  requested  per  year  for  uniform  costs  than  actually 
expended  in  fiscal  1976.   A  real  increase  of  approximately  $7,000,  or 
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5.5  percent  is  recommended  for  1978  over  the  1976  actual,  and  3.4  per- 
cent for  1979  over  1978.   Equipment  costs  show  an  increase  of  31.2 
percent  reflecting  replacement  costs  of  8  patrol  vehicles  and  supporting 
equipment. 

Of  the  total  of  220  uniformed  police  officers,  six  are  included 
within  this  program,  including  the  chief  of  the  highway  patrol. 

Driver  Licensing 


FTE 

Fund  Source 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

8i.  y 


81.3' 


80. 3: 


80.3- 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


815,420 
391,425 
60,9991 


$  881,032  $   662,057 

420,233     627,533 

55,3162  


688,605   (20.4) 

500,339    40.0 

(100.0) 


$1,267,844   $1,356,581  $1,289,590   $1,188,944    (5.6) 

38,695 

42,466 


725,234 

387,065 

74,384 


806,149  ! 

)      747,193 

$ 

764,002 

(1.J) 

485,202 

403,967 

422,192 

(5.3) 

65,230 

138,430 

2,750 

1.  1 

$1,186,683   $1,356,581   $1,289,590   $1,188,944    (2.  5) 


1.  Budget  amendment  93-76  added  $36,659  in  CETA  funds  and  7  FTE,  and  $24,340  in 
general  and  earmarked  funds  were  transferred  from  patrol  operations  during 
fiscal  1976.   Current  level  FTE  is  74.3  of  which  26  are  uniformed  patrolmen 
(1  captain,  1  lieutenant,  3  sergeants,  and  21  examiners). 

2.  Budget  amendments  13  and  115-77  added  7  FTE  and  $30,976  in  CETA  funds,  and 

24,340  in  general  and  earmarked  funds  were  transferred  from  the  patrol  operations 
program  for  fiscal  1977. 

3.  FTE  of  80.3  includes  32  new  FTE  examiners  minus  26  FTE  patrolmen  reassigned 
to  field  services.   The  80.3  FTE  does  not  include  7  CETA  FTE. 
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We  are  recommending  a  major  restructuring  of  this  program  to  include 
the  reassignment  of  the  26  existing  patrolmen  to  the  field  services  pro- 
gram and  the  addition  of  32  civilian  (uniformed)  driver  license  examiners. 

We  believe  the  utilization  of  trained  law  enforcement  officers  in 
the  driver  examination  process  to  be  uneconomical.   Further,  we  believe 
it  detracts  from  the  overall  effectiveness  of  the  highway  patrol  effort 
because  these  26  highly  trained  officers  are  primarily  involved  with  an 
administrative  function  -  testing  -  rather  than  law  enforcement  activities. 

In  a  survey  conducted  previously  by  the  highway  patrol  bureau  it 
was  determined  that  of  the  32  responding  agencies,  21  (66  percent) 
utilized  non-peace  officer  examiners.   Of  these  21,  14  had  changed  from 
peace  officers  to  civilians  for  reorganization,  control,  cost,  or  better 
use  of  enforcement  personnel  reasons.   Of  the  21,  15  utilized  uniformed 
civilians  to  conduct  the  testing. 

On  an  individual  basis,  we  estimate  that  the  cost  of  utilizing  a 
non-peace  officer  rather  than  a  patrolman  to  be  $7,769  per  year  less 
expensive,  overall.   We  estimate  that  civilian  license  examiners  could 
be  classified  as  grade  9  rather  than  the  entry  level  highway  patrolman 
grade  11.   Further,  the  highway  patrolmen,  after  six  months  probation, 
is  promoted  to  grade  12.   Also,  the  retirement  contribution  costs  are 
dramatically  different  -  16  versus  5.52  percent.   The  breakout  on  an 
individual  basis  is: 
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Grade  11/12 

Grade  9 

Patrolman 

License  Exam. 

Difference 

Salary 

$11,388 

$9,022 

$2,366 

Retirement 

1,822 

498 

1,324 

Vehicle 

5,965* 

4,240* 

1,725 

Law  Enforcement  Equip. 

400 

-0- 

400 

Uniform 

719 

400 

319 

Training 

1,820  (1st 

yr.) 

185  (10% 

tot 

al) 

1,635 

Total  Initial  Savings      $22,114  $14,345  $7,769 

*Patrolman  vehicle  includes  siren,  lights,  etc.  -  the  other  has  no  extra 
equipment . 


Therefore,  the  utilization  of  the  21  highway  patrol  license  examina- 
tion cost  the  state  (for  the  first  year)  $163,149  more  than  the  same 
number  of  civilians.  After  the  first  year,  the  difference  in  cost  is  in 
salaries  and  retirement,  or  $3,690  per  individual  ($77,490  for  the  21 
examiners) . 

It  is  estimated  that  each  highway  patrol  examiner  now  works  an 

extra  5  to  6  hours  per  week  without  receiving  overtime.   This  equates  to 

6,552  unpaid  hours,  or  3.15  FTE.   Further,  to  cover  for  vacation  and 

sick  leave,  relief  examiners  are  provided  from  the  other  programs. 

Therefore,  3  additional  FTE  are  needed  to  cover  these  contingencies.   We 

recommend  that  a  total  of  32  civilians  be  added  to  the  driver  license 

program: 

1  -  Administrator,  grade  13 
3  -  Regional  Supervisory,  grade  11 
28  -  Examiners,  grade  9 

32  -  FTE 
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This  represents  a  net  increase  of  six  new  FTE  to  the  examination  pro- 
grams.  (32  examiners  -  26  highway  patrol  =  6  net  FTE). 

The  overall  reduction  because  of  this  recommendation  is  approximately 
$38,000  for  the  first  year  and  $180,000  in  the  second  year  in  this 
particular  program.   However,  there  are  increased  costs  in  the  field 
services  program  due  to  the  addition  of  a  net  of  8  FTE  patrolmen.   (See 
below  analysis  of  field  services  and  commercial  vehicle  regulation 
programs) . 

We  recommend  that  the  existing  statute  be  amended  to  allow  that 
driver  license  examinations  be  conducted  by  civilian  examiners  and  that 
the  present  driver  license  fee  be  increased  by  $1.00  to  cover  part  of 
the  cost  of  the  program.   Data  shows  that  204,763  driver  licenses  were 
issued  in  fiscal  1976  and  196,000  in  fiscal  1975.   Therefore,  the  ad- 
ditional revenue  would  approximate  $200,000  per  year. 

We  are  recommending  a  decrease  of  2.6  percent  from  the  1977  biennium, 
as  experienced  to  date,  with  6  additional  FTE.   The  decreased  costs 
reflect  the  cost  of  the  less  expensive  civilian  examiners  in  lieu  of  the 
highway  patrolmen. 
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Field  Services 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Fiennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  180.0        180.0       206.0        206.0 

Fund  Source 

General  Fund  $1,208,175  $1,326,975  $1,389,991  $1,480,731  13.2 
Other  Funds-Appropriated  2,270,672  2,422,849  3,398,027  3,514,266  47.3 
Other  Funds-Budget  Amended     122, 6551      48,601  (100.0) 

Total  Funds  $3,601,502   $3,798,425   $4,788,018   $4,994,997    32.2 

Reversion-General  Fund  31,709 

Appropriation  Balance  47,148 

Expenditures  By  Object 

Personal  Services  $2,340,899   $2,547,201  $2,964,693   $3,082,272    23.7 

Operating  Expenses  751,374      872,459     909,262      958,854    15.0 

Capital  430,372      378,765     444,360      468,075    12.8 

Total  Operating  Costs     $3,522,645   $3,798,425  $4,318,315   $4,509,201    20.6 
Non-Operating  Costs  469,703 3     485, 7963 

Total  Expenditures         $3,522,645   $3,798,425   $4,788,018   $4,994,997    33.6 

1.  $122,655  added  by  program  transfers  from  patrol  operations  and  budget  amendments 
184  and  239-76.   Total  program  balance  was  $78,857  in  fiscal  1976,  or  2.2%  of 
the  total  funds  available. 

2.  $48,601  added  by  program  transfers  from  patrol  operations  and  budget  amend- 
ments 142-77 . 

3.  H.B.  267,  1975  session  increased  state's  share  of  retirement  contributions  to 

16  percent  for  uniformed  patrolmen.   Funds  are  provided  from  driver  license  fees. 

We  are  recommending  a  20.6  increase  in  operating  costs  for  this 
program  for  the  1979  biennium.   The  increase  is  primarily  due  to  the 
reassignment  of  the  26  patrolmen  from  the  driver  licensing  program  as 
recommended  above. 
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Small  adjustments  were  made  in  the  base  accounts  to  allow  for  more 
modest  inflationary  allowances. 

Commercial  Vehicle  Regulation 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE  18.0         18.0         -0-         -0- 

Fund  Source 


Other  Funds-Appropriated 

$332,889 

$358,564 
3,7892 

-0- 

-0- 

(100.0) 

Other  Funds-Budget  Amended 

4,242 

-0- 

-0- 

(100.0) 

Total  Funds 

$337,131 

$362,353 

-0- 

-0- 

(100.0) 

Appropriation  Balance 

7,013 

Expenditures  By  Object 

Personal  Services 

$225,367 

$248,068 

-0- 

-0- 

(100.0) 

Operating  Expenses 

63,955 

79,370 

-0- 

-0- 

(100.0) 

Capital 

40,796 

34,915 

-0- 

-0- 

(100.0) 

Total  Expenditures 

$330,118 

$362,353 

-0- 

-0- 

(100.0) 

We  are  recommending  the  elimination  of  this  program  and  the  elimination 
of  18  FTE  patrolmen. 

The  program  statement  for  this  program  indicates  that  it  enforces 
weight  regulations,  conducts  roadway  checks,  operates  weigh  stations 
during  closed  periods,  and  inspects  registration  papers,  manifests  and 
bills  of  lading  carried  by  commercial  vehicles  moving  through  the  state. 
On  paper  this  program  is  an  obvious  duplication  of  activities  performed 
by  the  gross  vehicle  weight  division  of  the  department  of  highways 
(annual  budget  of  $1.4  million)  and  therefore  should  be  eliminated. 
However,  this  program  is  a  "paper  program"  only  and  in  fact  does  not 
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Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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really  exist  as  presented.   All  highway  patrolmen  carry  "trip  tickets", 

assist  the  GVW  division  in  enforcement,  and  perform  other  assistance  on 

the  roadways.   In  reality,  this  program  is  presented  within  the  budget 

for  the  purpose  of  obtaining  additional  earmarked  funds  from  the  highway 

account  rather  than  requiring   additional  general  funds. 

With  the  recommendation  to  reassign  the  26  examiners  to  normal 

field  duty,  the  18  FTE  positions  funded  under  this  arrangement  can  be 

eliminated,  allowing  for  a  net  increase  of  8  highway  patrolmen  for  field 

duty. 

Registrar  of  Motor  Vehicles 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 

FTE  78.0         78.0        78.0         78.0 

Fund  Source 

Other  Funds-Appropriated  $882, 3391  $864,582  $1,071,335  $1,102,034  24.4 
Other  Funds-Budget  Amended   152, 5802  (100.0) 

Total  Funds  $882,339   $1,017,162   $1,071,335   $1,102,034   14.4 

Appropriation  Balance  5,103 

Expenditures  By  Object 

Personal  Services  $652,432  $  711,382  $  730,801  $  748,186  8.4 
Operating  Expenses  224,139  305,780  335,735  352,523  29.9 
Capital  665   4,799        1,325   820.9 

Total  Expenditures  $877,236   $1,017,162   $1,071,335   $1,102,034   14.7 

1.  Original  appropriation  was  $943,573.   $61,234  transferred  to  establish  the  data 
processing  division  designed  to  implement  an  automated  motor  vehicle  registration 
program,  per  H.B.  486,  1975  session. 

2.  Budget  amendments  66  and  160-77  provide  additional  operating  funds  to  stagger 
vehicle  registrations  annually  and  to  automate  vehicle  registration  per 

S.B.  113  and  H.B.  486,  1975  session. 
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We  are  recommending  an  expenditure  increase  of  14.7  percent  for  the 
1979  biennium  for  this  program.   Virtually  all  of  the  increase  is  to 
implement  the  staggered  annual  registration  of  vehicles  within  Montana. 
The  annual  cycle  began  in  fiscal  1977.   Previously,  registrations  were 
on  a  two-year  cycle. 

Adjustments  were  made  to  the  postage,  printing  and  utilities  ac- 
counts to  allow  for  more  modest  inflationary  increases  than  requested. 

Investigation,  Communication  &  Identification  Division 
The  division  consists  of  six  programs:   criminal  investigation,  law 

enforcement  teletype  system,  law  enforcement  academy,  the  fire  marshall, 

identification  and  the  law  enforcement  advisory  council. 

The  division  requests  the  replacement  of  federal  (LEAA)  funds  with 

general  funds.   The  LEAA  funds  reportedly  will  be  withdrawn  by  fiscal 

1979. 
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Criminal  Investigation 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 


6.0 


6.0 


6.0 


6.0 


General  Fund 

$112,955 

$121,803 

$147,469 

$141,772 

23.2 

Other  Funds-Budget  Amended 

20,476 
$133,431 

(100.0) 

Total  Funds 

$121,803 

$147,469 

$141,772 

13.3 

Reversion-General  Fund 

11,012 

Appropriation  Balance 

4,510 

Expenditures  By  Object 

Personal  Services 

$  75,517 

$  95,075 

$  98,182 

$105,316 

19.3 

Operating  Expenses 

24,761 

26,728 

24,137 

24,456 

(5.6) 

Capital 

17,631 
$117,909 

25,150 
$147,469 

12,000 

$141,772 

110.0 

Total  Expenditures 

$121,803 

20.7 

We  recommend  an  increase  of  20.7  percent  in  expenses.   The  in- 
creases are  in  two  areas  -  personal  services  and  equipment.   The  per- 
sonal services  increase  is  due  to  having  an  authorized  position  unfilled 
during  fiscal  1976.   Therefore,  the  increase  is  the  result  of  providing 
funds  for  an  existing  position  which  reverted  funds  in  fiscal  1976.   The 
other  increase  is  for  the  acquisition  of  equipment  for  drug  analysis 
purposes. 
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Law  Enforcement  Teletype  System 

Actual    Appropriated     LFA  Recommended 
Fiscal       Fiscal      Fiscal       Fiscal 
1976         1977        1978         1979 


%  Change 
Biennium 
1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 


7.92 


$125,434 
163,000 

$288,434 


7.92 


$194,545 
113,000 


7.92 


$196,723 
65,575 


7.92 


$204,641 
68,214 


25.4 
(51.5) 


$307,545    $262,298     $272,855   (10.2) 


Reversion-General  Fund 

17,217 

Appropriation  Balance 

20,551 

Expenditures  By  Object 

Personal  Services 

$  58,159 

$  80,917 

$  80,995 

$  84,252 

18.8 

Operating  Expenses 

185,299 

225,137 

181,178 

188,478 

(9.9) 

Capital 

7,208 

1,491 

125 

125 

(97.0) 

Total  Expenditures 

$250,666 

$307,545 

$262,298 

$272,855 

(4.1) 

This  program  is  adversely  impacted  by  the  loss  of  federal  funds 
previously  received  from  the  board  of  crime  control  from  the  LEAA.   The 
budget  request  reflects  a  large  increase  in  funding  over  the  1976  actual 
expenditure,  with  the  fund  mix  shown  as  75%  state  and  25%  local. 

We  are  recommending  an  overall  decrease  of  4.1  percent  over  the 
1977  biennium.   However,  the  amounts  recommended  for  the  two  years  in 
the  1979  biennium  reflect  increases  of  4.6  percent  and  8.9  percent 
respectively,  over  the  1976  actual  expenditures.   We  believe  the  1977 
appropriation  to  be  in  excess  of  this  program's  needs.   The  fund  mix 
recommended  reflects  the  75/25  percent  ratio  which  we  believe  to  be 
equitable. 
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Law  Enforcement  Academy  Bureau 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 


9.0 


$107,538 
194,188 

$301,726 


9.0 


$207,413 
96,488 


9.0 


$248,349 
29,269 


9.0 


$252,263 
30,782 


58.9 
(79.3) 


$303,901    $277,618 


$283,045    (7.4) 


Reversion-General  Fund 

578 

Appropriation  Balance 

42,876 

Expenditures  By  Object 

Personal  Services 

$110,292 

$121,468 

$124,067 

$127,411 

8.5 

Operating  Expenses 

139,654 

175,773 

145,371 

149,284 

(6.6) 

Capital 

8,326 

6,660 

8,180 

6,350 

(3.0) 

Total  Expenditures 

$258,272 

$303,901 

$277,618 

$283,045 

(0.3) 

We  recommend  a  slight  expenditure  decrease  from  the  1977  biennium 
for  the  program.   The  funds  recommended  for  the  two  years  of  the  1979 
biennium  allow  for  increases  of  7.5  percent  and  9.6  percent,  respectively, 
over  the  1976  actual  expenditures. 

The  policy  of  the  1975  legislature  to  not  provide  any  funding  to 
the  academy  for  student  room  and  board  expense  is  reflected  in  this 
recommendation.   The  budget  submission  requests  full  state  funding  for 
room  and  board  expense,  with  a  substantial  increase  in  training  activity 
over  the  1976  effort. 

Data  indicates  that  $13,673  was  collected  from  students  during 
fiscal  1976  attending  the  special  schools  ($5.40  per  day).   During 
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fiscal  1977  the  school  will  also  charge  students  attending  the  "mandatory" 
courses  $2.70  per  day.   The  anticipated  revenue  for  fiscal  1977  is 
estimated  to  be  a  $28,000.   We  are  recommending  that  the  policy  to 
charge  for  room  and  board  be  continued  for  the  1979  biennium. 

In  fiscal  1974  560  students  were  trained  at  the  Bozeman  site;  in 
fiscal  1975,  582  were  trained  at  Bozeman;  and  in  fiscal  1976,  after  the 
implementation  of  the  room  and  board  charges,  a  total  of  541  were 
trained  at  Bozeman.   The  drop  from  582  to  541  may  be  attributable  to  the 
charges  in  fiscal  1976.   Despite  the  drop  in  enrollment,  we  believe  the 
charging  of  fees  to  be  an  equitable  method  of  funding  the  academy.   The 
users  should  bear  some  of  the  burden  of  the  cost  of  operating  the 
school,  and  charges  of  $2.70  and  $5.40  a  day  are  not  excessive. 

Fire  Marshall 


FTE 

Fund  Source 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

8.0 


8.0 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


8.0 


8.0 


General  Fund                $149,541 
Other  Funds-Budget  Amended   900 

Total  Funds  $150,441 


$160,271   $165,635 


$160,271   $165,635 


$170,540  8.4 
(100.0) 

$170,540  8.2 


Reversion-General  Fund 

4,940 

Appropriation  Balance 

283 

Expenditures  By  Object 

Personal  Services 

$  99,829 

$116,100 

$116,108 

$119,581 

9.2 

Operating  Expenses 

39,153 

41,171 

42,327 

43,327 

6.6 

Capital 

6,236 

3,000 

7,200 

7,632 

60.6 

Total  Expenditures 

$145,218 

$160,271 

$165,635 

$170,540 

10.0 
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We  recommend  an  increase  of  10  percent  for  the  1979  biennium  for 

this  program.   Small  adjustments  were  made  for  vacancy  savings,  and 

funds  were  provided  for  an  increase  in  rental  costs  for  a  move  to  larg'-r 

quarters. 

Identification  Program 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 


FTE 

Fund  Source 


Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

1978 


4.21 


4.21 


$60,005 


$68,423    $62,027 


1979 


4.21 


1977  -  79 


General  Fund 

$63,841 

$68,423 

$62,027 

$64,932 

(4.0) 

Reversion-General  Fund 

3,836 

Expenditures  By  Object 

Personal  Services 

$44,420 

$49,441 

$50,282 

$53,202 

10.3 

Operating  Expenses 

11,048 

17,035 

11,035 

11,230 

(20.7) 

Capital 

4,537 

1,947 

710 

500 

(86.0) 

$64,932    (1.1) 


We  recommend  a  slight  expenditure  decrease  for  the  program.  How- 
ever, reasonable  increases  are  recommended  from  actual  fiscal  1976  ex- 
penses. 
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Law  Enforcement  Advisory  Council 


Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Fiscal 

1976 


$795 
281 


$514 


$514 


Appropriated 
Fiscal 

1977 


$795 


$150 
645 

$795 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


$795 


$150 
645 

$795 


$795 


$150 
645 

$795 


-0- 


100.0 
11.3 

21.5 


We  recommend  funding  the  advisory  council  at  the  level  requested. 
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Central  Services  Division 
This  division  contains  two  programs  -  central  services  and  data 
processing. 


Actual 

Appropriated 

LFA  I 

Fiscal 

Fiscal 

Fiscal 

1976  • 

1977 

1978 

$146,177 

$155,975 

$226,785 

$254,891   59.4 

14,904 

16,904 
$172,879 

(100.0) 

$161,081 

$226,785 

$254,891   44.2 

516 

2,026 

ammended    %  Change 
Fiscal   Biennium 
1979   1977  -  79 

FTE  11.0         11.0       11.0         11.0 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services  $145,436  $159,839  $165,873  $173,260  11.1 
Operating  Expenses  11,168  13,040  59.1721  80, 6311  477.5 
Capital  1,935     1,740        1,000   41.6 

Total  Expenditures  $158,539     $172,879   $226,785     $254,891   45.3 

1.  Operating  costs  for  fiscal  1978  and  1979  include  an  additional  $47,169  and 
$68,533,  respectively,  for  increased  insurance  costs.   Current  level  progra.n 
growth  for  the  biennium  is  therefore  10.4  percent  overall. 

This  program  is  recommended  to  receive  an  expenditure  increase  of 
45.3  percent.   However,  virtually  all  of  the  increase  of  it  is  to  cover 
the  increased  insurance  costs  for  the  1979  biennium  and  to  cover  the 
increased  cost  of  postage  for  the  mailing  of  highway  patrolmen  payroll 
checks  which  was  done  by  patrol  operations  in  fiscal  1976.   The  net 
increase,  without  insurance  and  additional  postage,  is  nine  percent  for 
the  biennium. 
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Data  Processing 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE  5.0  5.0        5.0  5.0 

Fund  Source 


General  Fund 

$177,964 

(100.0) 

Other  Funds-Appropriated 

50,000 

$264,700 

$297,312 

$300,715 

90.0 

Other  Funds-Budget  Amended 

57,084 
$285,048 

26,737 
$291,437 

(100.0) 

Total  Funds 

$297,312 

$300,715 

3.7 

Reversion-General  Fund 

13,123 

Appropriation  Balance 

2,918 

Expenditures  By  Object 

Personal  Services 

$  59,903 

$  99,701 

$  91,681 

$  94,552 

16.7 

Operating  Expenses 

161,036 

191,736 

205,631 

206,163 

16.7 

Capital 

48,068 
$269,007 

(100.0) 

Total  Expenditures 

$291,437 

$297,312 

$300,715 

6.7 

This  program  was  implemented  as  a  result  of  H.B.  486,  1975  session, 
which  directed  that  motor  vehicle  registration  and  drivers  licenses 
records  be  automated.   Program  personnel  anticipate  the  effort  to  be 
fully  operational  by  fiscal  1979. 

The  fiscal  1976  expenses  are  somewhat  understated  due  to  a  lag  in 
the  start-up  of  the  program.  Personal  services  costs  reflect  a  lag  in 
hiring,  and  the  program  still  carries  one  vacancy. 

The  funds  recommended  for  approval  reflect  several  changes  to  this 
program's  submission. 
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One  grade  15  FTE  position  is  recommended  for  downgrading  to  secretary 
II,  grade  8.   This  program  was  not  provided  clerical  support  when  it  was 
established,  and  the  grade  15  position  is  unneeded. 

The  program  was  given  the  task  of  reporting  highway  accident  statistics 
without  being  additionally  funded  for  this  task.   Previously  the  highway 
patrol  reported  accident  statistics  and  utilized  highway  user  earmarked 
funds  to  support  this  activity.   We  are  recommending  that  $15,000  per 
year  be  added  for  this  purpose. 

The  program  requested  an  additional  $53,000  per  year  to  cover  the 
cost  of  anticipated  increases  in  teleprocessing  charges  due  to  the 
takeover  of  the  highway  computers  by  the  department  of  administration. 
We  believe  this  to  be  inappropriate  in  that  the  reason  for  the  con- 
solidation of  the  equipment  under  the  department  of  administration  is  to 
reduce  costs  to  the  users.   Therefore,  we  are  not  recommending  funding 
for  these  anticipated  costs. 
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Executive  Budget 
LFA  Recommendation 

Executive  over(under)  LFA 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

44.80 

$401,636 

$1,609,217 

$2,010,853 

44.80 

401,636 

1,609,217 

2,010,853 

-0- 

-0- 

-0- 

-0- 

We  recommend  the  same  funding  level  as  the  executive. 
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MONTANA  BOARD  OF  CRIME  CONTROL 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Appropriation  Balance 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

49.75 


$   205,289 
1,146,654 


Appropriated 

Fiscal 

1977 

56.75 


$   230,168 
1,161,956 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


43.53 


$195,885 
790,038 


44.80 


$   205,751    (7.8) 
819,179   (30.3) 


$1,351,943   $1,392,124    $985,923   $1,024,930   (26.7) 

85,276 
232,354 


$  670,733  $   799,871  $   569,811 

359,833  430,800  330,921 

3,747  77,153  14,099 

$1,034,313  $1,307,824  $  914,831 

2,263,013  2,349,300  2,091,053 


642,351   (17.6) 

347,509   (14.2) 

15,000   (64.0) 


$1,004,860 
2,380,929 


(18.0) 
(3.0) 


$3,297,326   $3,657,124   $3,005,884   $3,385,789   (8.1) 


We  are  recommending  the  same  level  of  funding  as  the  Governor's 
request  for  the  1979  biennium.   This  program  is  recommended  to  receive 
an  overall  decrease  of  8.1  percent  from  the  1977  biennium. 

This  program  was  chosen  as  one  of  the  pilot  priority  budgeting 
system's  projects  for  the  1979  biennium.   The  planning  staff  of  the 
office  of  budget  and  program  planning  conducted  hearings  on  the  "decision 
packages"  within  the  agency's  three  levels  of  activity:   80  percent  of 
current  level  services  (A) ,  current  level  services  (B) ,  and  20%  expanded 
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services  (C) .   The  planning  staff  structured  the  agency's  program  to 
provide  the  maximum  amount  of  federal  funds  for  grant  purposes  and 
reduced  the  amount  of  funds  available  for  administration  and  planning. 
As  can  be  noted  in  the  above  fiscal  summary,  the  smallest  decrease  is  in 
the  grant  area. 

The  program  submission  also  minimizes  the  funds  available  for  the 
equipment  grant  area  and  maximizes  the  effort  in  other  areas. 

The  administration  and  planning  program  and  the  criminal  justice 
system  (CJS)  data  center  are  funded  at  the  80  percent  level  and  the  CJS 
management,  corrections,  training  and  manpower,  and  juvenile  justice 
programs  are  funded  as  close  to  the  current  level  as  funds  permit. 
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DEPARTMENT  OF  REVENUE 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


1,162.13   $22,567,991 
1,049.75   18,242,021 


$13,122,747*   $35,690,738* 
11,522,758*   29,764,779* 


112.38   $4,325,970     $1,599,989    $5,925,959 


*  Does  not  include  funds  for  liquor  division  goods  purchased  for  resale,  local 
assistance  or  transfers.   Our  recommendation  appropriates  by  statute  rather 
than  by  dollar  amount. 


There  are  numerous  reasons  why  the  large  differences  are  present: 

Audit  and  Accounting:   The  executive  budget  utilizes  additional  liquor 
earmarked  funds  in  lieu  of  general  funds.   In  that  liquor  revenues  (after 
operating  and  local  assistance  costs  are  subtracted)  become  general  fund 
revenues,  we  do  not  see  the  reason  for  the  use  of  these  funds.   No  re- 
duction in  the  executive's  general  fund  revenue  estimate  was  made  due 
to  the  increased  use  of  the  liquor  revenues.   In  summary,  the  executive 
is  $9,315  over  our  recommendation. 

Research:   The  executive  is  $81,853  in  general  funds  and  one  FTE  above 
our  recommendation.   This  difference  is  due  to  our  recommendation  to  use 
the  fiscal  1976  current  level  base  for  budgeting  purposes.   This  pro- 
gram had  $65,691  in  excess  funds  in  fiscal  1976. 

Legal :   Our  recommendation  is  $69,668  and  two  FTE  above  the  executive. 
Our  recommendation  funds  two  additional  lawyers  for  child  support  en- 
forcement and  tax  matters.   The  executive  is  providing  additional  liquor 
funds  to  this  program.   We  are  not. 
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Liquor :   Our  recommendation  is  $767,678  and  27.54  FTE  under  the  executive. 
Our  recommendation  does  not  include  FTE  and  funds  for  new  stores  and 
capital  equipment  for  the  new  warehouse,  among  other  reductions. 

Income  Tax:   Our  recommendation  is  $185,803  and  13  FTE  above  the  executive. 
The  recommendation  is  based  on  the  findings  of  a  recent  legislative  audit. 

Property  Tax:   Our  recommendation  is  $4,701,749  and  262  FTE  in  1978  and 
87  FTE  in  1979  under  the  executive.   Our  recommendation  includes  sufficient 
funds  to  complete  the  revaluation  of  all  property  on  a  five-year  cycle, 
and  does  not  include  funds  or  FTE  for  mass  appraisal. 

Miscellaneous  Tax:   Our  recommendation  is  $26,647  under  the  executive, 
and  is  based  on  fiscal  1976  current  level  services. 

Motor  Fuel  Tax:   Our  recommendation  is  $76,974  under  the  executive  and 
is  based  on  fiscal  1976  current  level  services  and  expanded  audit 
capabilities. 

Operations :   Our  recommendation  is  $254,814  under  the  executive.   We 
recommend  the  elimination  of  an  intra-departmental  revolving  fund  ($230,000) 
and  other  minor  adjustments.   The  executive  is  utilizing  liquor  funds 
to  support  this  program.   We  are  not. 

Data  Processing:   Our  recommendation  is  $183,058  below  the  executive. 
We  recommend  the  elimination  of  an  intra-departmental  revolving  fund 
($183,526). 
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Investigation:   There  is  very  little  dollar  difference  between  the  two 
recommendations.   However,  the  executive  is  utilizing  additional  liquor 
funds  in  lieu  of  general.   We  are  not. 

Inheritance  Tax:   Our  recommendation  is  $45,110  under  the  executive. 
Our  recommendation  deletes  two  current  level  FTE  based  on  a  lack  of 
justification.   The  fiscal  1976  base  was  utilized  for  budgeting  purposes. 
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DEPARTMENT  OF  REVENUE 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

1,033.74 


Appropriated 

Fiscal 

1977 

1,042.59 


LFA  Recommended  %  Change 

Fiscal      Fiscal  Biennium 

1978        1979  1977  -  79 

1,045.75    1,049.75 


General  Fund  $  7,855,309^ 

Other  Funds-Appropriated     4,621,350 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


$  S.806,9621   $  8,944,5111  $  9,297,510;!;  9.5 


129,144 
$12,605,803 


146,846" 


$  9,867,759 

2,425,294 

195,565 

$12,488,618 
117,185 


5,355,248' 
353,983 


5,651,710'   5,871,048'  15.5 


$14,516,193   $14,596,221   $15,168,558   9.7 


$11,228,274 

2,983,339 

90,394 

$14,302,007 
214,186 


$11,515,948   $11,846,066  10.7 
2,946,752    3,144,656  12.6 
109,336      153,257   (8.2) 


$14,572,036  $15,143,979   10.9 
24,185       24,579  (85.3) 


$12,605,803    $14,516,193   $14,596,221  $15,168,558   9.7 


1.  Does  not  include  any  of  the  costs  of  the  mass  appraisal  project  FY-76  -  79,  nor  the 
FTE  assigned. 

2.  Does  not  include  costs  of  goods  sold,  transfers,  or  local  assistance  in  liquor 
division  FY-76  -  79. 

3.  The  FY-76  reversion  of  $146,846  represents  1.8  percent  of  the  total  general  fund 
appropriated.   Another  $244,000  was  transferred  to  the  property  assessment  division 
from  6  other  divisions. 


General  Summary 

We  recommend  an  increase  of  9.5  percent  in  general  fund  appro- 
priation.  The  recommended  amounts  of  other  than  general  funds  increase 
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15.5  percent  over  the  1977  biennium,  and  include  additional  funds  for 
operation  of  the  new  liquor  warehouse,  additional  lawyers  and  investi- 
gative staff. 

The  amounts  recommended  for  fiscal  1978  for  operating  expenses 
represent  a  slight  decrease  of  one  percent  from  the  fiscal  1977  alloca- 
tion.  The  real  increase  from  fiscal  1976  expenses  to  the  fiscal  1977 
budget  is  17.3  percent,  which  represents  a  large  degree  of  over funding 
given  the  current  inflation  experience.   Amounts  budgeted  for  personal 
services  in  fiscal  1977  are  13.8  percent  larger  than  the  actual  fiscal 
1976  expenditures.   Assuming  that  the  number  of  employees  in  the  de- 
partment will  remain  relatively  constant  from  fiscal  1976  to  1977  (again, 
excluding  the  mass  appraisal  project)  ,  the  fiscal  1977  increases  in  personal 
services  costs  should  be  6.15  percent  (4.057  percent  pay  increase  +2.1 
percent  average  step  increment),  leaving  approximately  7.6  percent,  or 
potentially  as  much  as  $800,000  in  overbudgeted  salaries  and  wages. 

We  recommend  expenditure  increases  of  16.7  percent  over  the  fiscal 
1976  expenses,  which  should  be  sufficient  to  maintain  the  current  level 
of  services  and  provide  for  expanded  services  as  discussed  below. 

General  Issues 

Property  Tax:   The  administration  of  property  taxation  has  been  the 
center  of  considerable  controversy.   The  5-year  reappraisal  plan  has 
recently  been  voided  by  the  Supreme  Court. 
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Liquor  Division:   Recent  action  by  the  subcommittee  on  wine  and 
liquor  retailing  indicates  that  legislation  will  be  introduced  to  open 
wine  sales  at  the  retail  level,  similar  to  the  present  retail  beer 
sales.   If  wine  sales  are  removed  from  state  stores,  budget  savings  of 
approximately  $700,000  should  be  experienced  in  the  biennium. 

Welfare  Fraud  and  Child  Support:   The  rapidly  increasing  caseload 
in  the  area  of  welfare  fraud  (Title  IV-A)  and  child  support  enforcement 
(Title  IV-D)  under  the  social  security  act  has  impacted  on  both  the 
investigation  and  legal  divisions.   The  caseload  statistics  are  dis- 
cussed in  the  investigation  division  analysis.   Additional  funds  and  FTE 
are  recommended  for  these  two  programs  to  attempt  to  reduce  the  current 
backlog  of  cases. 
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Director's  Office 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 


General  Fund 

$  58.3701 

$  82,644 

$  96,3322 

$109, 8912 

46.3 

Other  Funds-Appropriated 

58,760 

57,956 

58,662 

59,152 

0.1 

Total  Funds 

$117,130 

$140,600 

$154,994 

$169,043 

25.7 

Reversion-General  Fund 

13,652 

Expenditures  By  Object 

Personal  Services 

$  72,139 

$  86,946 

$  89,044 

$  90,017 

12.6 

Operating  Expenses 

42,640 

52,454 

64,750 

77,826 

49.9 

Equipment 

2,351 

1,200 

1,200 

1,200 

(32.4) 

Total  Expenditures 

$117,130 

$140,600 

$154,994 

$169,043 

25.7 

1.  Excludes  $79,450  expended  for  audit  per  H.B.  264. 

2.  Includes  funds  requested  for  the  increased  insurance  costs. 

We  recommend  a  25.3  percent  increase  in  expenditures  for  the 
director's  office. 

The  appropriation  for  fiscal  1977  exceeds  fiscal  1976  expenses  by 
20  percent.   The  main  expansion  recommended  is  the  higher  insurance 
costs.   Legal  expenses  are  reduced  in  the  division  because  of  the 
recommended  four  additional  lawyers  in  the  legal  division. 
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Audit  and  Accounting 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditure  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


24.5 


$338,064 
6,815] 
-0- 

$344,879 

21,531- 


$280,897 
59,238 

4,744 

$344,879 


24.5 


$371,679 
9,150 
32,312: 


26.5 


$399,093 
22,167 
-0- 


26.5 


$389,364   11.1 
21,775  175.2 
-0- 


$413,141    $421,260    $411,139    9.8 


$307,205 

103,336 

2,600 


$329,015 
71,845 
20,400 


$336,267   13.1 
70,872   (12.2) 
4,000  232.3 


$413,141    $421,260    $411,139    9.8 


1.  A  total  of  $11,399  was  available  to  this  program  in  other  funds  via  appropriation 
and  amendment.   Only  $6,815  was  expended. 

2.  BA  73-77  adds  $32,312  to  data  processing  to  support  the  Title  IV-D,  child  support 
program.   This  amendment  continues  the  funds  granted  under  B.A.  233-76, 

$1,837  federal  funds. 

3.  Does  not  include  $33,000  transferred  to  the  property  assessment  division. 


We  recommend  a  9.8  percent  increase  for  the  audit  and  accounting 
division.   The  increase  recommended  includes  an  additional  two  FTE  for 
increasing  workload  in  payroll,  child  support  enforcement,  and  bad  debt 
collections.   Increased  funding  for  various  data  processing  projects  is 
also  provided. 

The  division  underwent  substantial  funding  modification  during 
fiscal  1976.   In  total,  this  division  had  $403,994  available  during  fiscal 
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1976,  of  which  $344,879  was  actually  expended.   The  difference  (balance) 
represents  15%  of  the  total  funds  available  in  fiscal  1976. 

We  recommend  two  additional  positions  to  augment  the  collection  and 
reporting  requirement  in  the  child  support  program  and  to  augment  the 
payroll  function.   The  increased  funds  for  the  new  FTE's  are  offset 
somewhat  by  a  reduction  of  one  percent  vacancy  savings  and  the  retention 
of  three  positions  at  step  one  due  to  turnover  expectancy. 

Funding  is  recommended  for  automating  several  functions  within  the 
division.   Funds  for  maintenance  of  the  child  support  payment  system, 
$4,000  for  operation  of  a  "mark- IV"  software  system,  acquisition  of  a 
CRT  unit  for  revenue  data  collection,  and  automation  of  the  cashier's 
function  are  recommended.   These  new  systems  ($28,000  for  fiscal  1978 
and  $12,600  for  fiscal  1979)  free  up  1.5  FTE  from  the  current  level  for 
reallocation  to  the  bad  debt  collection  program  obviating  the  need  for 
additional  funds  and  FTE  requested  for  this  effort  ($16,583  in  fiscal 
1978  and  $16,053  in  fiscal  1979). 

Funding  for  a  liquor  auditor,  a  management  analyst  and  automation 
of  the  payables  function  is  not  recommended. 

Smaller  than  requested  increases  in  the  various  operating  accounts 
are  recommended  due  to  the  sizable  balance  experienced  in  fiscal  1976 
in  this  program. 
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Research 

Ac  tual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended 
Fiscal      Fiscal 
1978        1979 


%  Change 
Biennium 
1977  -  79 


FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


$109,514 
$109,514 
2,691] 


$  86,471 

22,644 

399 

$109,514 


$185,198 
$185,198 


$138,239 
$138,239 


$135,210   (7.0) 
$135,210   (7.0) 


$109,590 

74,108 

1,500 


$  94,769 

42,070 

1,400 


$  96,710   (2.0) 
37,100   (18.0) 
1,400   47.0 


$185,198    $138,239    $135,210   (7.0) 


1.  $63,000  also  transferred  to  property  assessment  division. 

We  recommend  a  seven  percent  decrease  in  funding  for  the  1979 
biennium. 

The  level  of  activity  actually  experienced  during  fiscal  1976  will  be 
maintained  at  the  recommended  level  of  funding.   The  reason  for  the 
apparent  decrease  from  the  1977  biennium  is  due  to  the  substantial 
overfunding  of  the  program  in  fiscal  1977. 

One  position,  statistician  III,  is  recommended  for  deletion  due  to 
the  lack  of  utilization  in  fiscal  1976.   The  other  operating  accounts 
were  given  normal  increases  commensurate  with  the  spending  level  at- 
tained in  fiscal  1976. 
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Legal  Division 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Riennium 
1978        1979   2  977  -  79 


FTE 

Fund  Source 


11 


12 


General  Fund 

$120,613 

$126,943 

$177,840 

$181,077 

45.0 

Other  Funds-Appropriated 

21,803 

31,453 

45,758 

57,968 

94.8 

Other  Funds-Amended 

21,921 
$180,317 

$239,045 

(100.0) 

Total  Funds 

$142,416 

$223,598 

43.4 

Reversion-General  Fund 

1,025 

Expenditures  By  Object 

Personal  Services 

$115,075 

$142,211 

$172,317 

$188,503 

40.2 

Operating  Expenses 

26,548 

34,256 

46,563 

47,924 

55.4 

Equipment 

793 

3,850 

4,718 

2,618 

58.0 

Total  Expenditures 

$142,416 

$180,317 

$223,598 

$239,045 

43.4 

We  recommend  a  43.4  percent  increase  over  the  1977  biennium.   Funds 
are  included  for  additional  legal  FTE  for  Indian  jurisdiction  matters, 
child  enforcement  activities,  and  tax  matters  (three  in  fiscal  1978  and  one 
in  fiscal  1979). 

Some  adjustment  was  made  to  the  personal  services  account  to  allow 
for  turnover  expectancy.   The  added  legal  staff  should  allow  for  more 
in-house  legal  support.   Therefore  the  legal  fees  budgeted  in  the 
director's  office  were  reduced. 

Budget  amendment  71-77  added  $21,921  for  fiscal  1977  to  add  one 
staff  lawyer  to  enable  this  division  to  catch-up  on  a  backlog  of  approximately 
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106  child  support  cases  which  require  legal  action  of  some  nature  (pa- 
ternity establishment,  court  orders,  etc.).  This  position  is  included 
in  the  new  FTE  recommended  above  for  the  1979  biennium.  The  funds  for 
this  position  are  provided  on  a  75/25  federal  match  basis. 


Liquor  Operations 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

342.91 


LFA  Recommended 
Fiscal      Fiscal 
1978        1979 


%  Change 
Biennium 
1977  -  79 


342.91 


344.41 


343.91 


$3,783,894   $4,423,817   $4,538,757   $4,738,702   13.0 
$3,783,894   $4,423,817   $4,538,757   $4,738,702   13.0 


$2,951,052  $3,519,147  $3,535,285  $3,593,150  10.2 

815,803      895,170     992,292  1,066,052  20.3 

17,039        9,500      11,180  79,500  241.7 

$3,783,894  $4,423,817  $4,538,757  $4,738,702  13.0 


The  amount  of  operating  funds,  excluding  goods  purchased  for  re- 
sale, recommended  for  the  1979  biennium  allow  for  an  increase  of  13  per- 
cent. 

This  division  is  allocated  342.91  current  level  FTE.   The  fiscal 
1976  amounts  budgeted  for  personal  services  totaled  $3,119,460,  of  which 
$2,951,052  was  expended.   Of  the  $168,408  balance,  approximately  $100,000 
can  be  attributed  to  the  12  day  strike  of  the  liquor  retail  clerks  in 
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August  1975.   The  other  $68,000  or  2.2  percent  is  a  result  of  employee 
turnover  during  fiscal  1976. 

The  fiscal  1977  salaries  and  wages  allocation  is  14.4  percent 
larger  than  the  fiscal  1976  budgeted  amount,  and  18.5  percent  larger 
than  the  fiscal  1976  actual.   Given  that  the  increases  should  total 
approximately  6.2  percent,  it  appears  that  this  division  is  overal- 
located  8.2  percent,  or  $252,000  in  fiscal  1977  for  salaries  and  wages. 

The  funds  recommended  for  personal  services  allow  for  the  addition 
of  one  FTE  clerical  to  support  the  store  manager  and  .5  FTE  for  fiscal 
1978  only  to  microfilm  license  records.   A  two  percent  vacancy  savings /turnover 
expectancy  rate  is  allowed. 

Included  in  the  amounts  recommended  for  operations  are  funds  for 
increased  costs  of  leases  ($5,000  and  $20,000),  additional  funds  for 
supplies  and  materials  and  utilities  for  the  new  warehouse  ($29,114  and 
$34,817),  for  microfilm  supplies  and  equipment  ($11,276  and  $800),  for 
"watts"  line  ($8,500  each  year),  for  travel  expenses  for  the  regional 
store  managers'  group  ($20,000  each  year),  for  microfilm  readers 
($1,680  in  fiscal  1978  only),  and  for  new  electronic  cash  registers 
($80,000  in  fiscal  1979  only).   The  remaining  amounts  for  operating 
costs  reflect  normal  inflationary  allowances. 

Open  Wine  or  Liquor  Sales 

Due  to  the  recent  decision  by  the  subcommittee  on  wine  and  liquor 

retailing,  legislation  may  be  introduced  to  open  wine  sales  at  the 

retail  level,  similar  to  the  present  retail  sales  of  beer.  If  such 
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legislation  should  pass  there  should  be  approximately  $700,000  of  cost 
savings  over  the  biennium.   Should  state  retail  stores  be  abolished,  the 
bulk  of  the  present  budget  would  be  eliminated. 

New  Warehouse:   The  1975  legislature  appropriated  $1.9  million  for 
the  construction  of  a  new  modern  warehouse  utilizing  an  automated  con- 
veyor system.   The  main  selling  point  of  the  warehouse  was  that  a 
significant  cost  savings  would  result.   This  savings  was  to  be  possible 
because  the  new  warehouse  would  be  automated  and  save  on  labor  costs. 

The  original  specifications  were  altered  to  delete  the  conveyer 
belt  system,  40  foot  truck  bay,  office  space,  and  a  large  portion  of  the 
initial  capital  equipment  such  as  fork  lifts.   This  apparently  was  done 
on  the  assumption  that  the  $1.9  million  was  inadequate.   The  modified 
specifications  were  bid  for  approximately  $1,225,800,  or  $674,200  under 
the  appropriation.   If  this  bid  is  accepted  in  its  present  form,  the 
state  will  continue  to  operate  a  labor  intensive  warehouse.   The  cost 
savings  that  initially  "justified"  the  appropriation  will  not  occur.   We 
recommend  that  the  items  deleted  be  bid  so  that  the  state  will  realize 
the  economies  that  originally  justified  the  warehouse  construction. 

Analysis  shows  there  are  various  stores  with  similar  sales  volume 
that  experience  very  dissimilar  operating  costs.   The  following  table 
illustrates  these  dissimilarities. 
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Class  12  Stores  (1975  data) 


Store 

Butte 
Butte 

Great  Falls 
Great  Falls 
Missoula 
Missoula 


Hamilton 

Libby 

Whitefish 


Poplar 
Poison 
Wolf  Point 


Ave. 

Cost  Per  Unit 

Units  (bottles) 

(freight  adjusted) 

252,546 

$.32 

272,242 

.30 

313,390 

.24 

315,092 

.23 

427,534 

.18 

412,832 

.24 

Class  11  Stores 

104,785 

$.43 

103,887 

.35 

111,973 

.28 

Class  10  Stores 

57,223 

$.27 

80,406 

.31 

89,620 

.26 

Class  9  Stores 

48,774 

.48 

48,422 

.41 

Conrad 
Ronan 


The  above  data  are  examples  of  the  inconsistencies.   While  there 
could  be  in  some  instances  mitigating  circumstances  such  as  different 
lease  costs  or  variance  in  utilities  costs,  the  data  shows  that  this 
situation  exists  within  all  the  classes  of  stores  and  is  probably  the 
result  of  overstaffing  and  other  poor  management  practices. 

The  division  should  identify  the  high  overhead  stores  and  implement 
sound  management  practices  in  those  stores.   The  savings  and  FTE  gen- 
erated would  probably  allow  for  the  opening  of  new  stores  within  the 
existing  appropriations  without  having  to  request  additional  spending 
authority. 
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Specifically,  the  amounts  recommended  above  do  not  include  funds 
for  1  FTE  management  analyst;  additional  travel  for  stores  bureau  chief 
(adequate  funds  in  current  level) ;  fork  lift  and  other  capital  equipment 
which  should  be  in  the  original  $1.9  million  for  warehouse  construction; 
four  new  stores;  a  consultant  in  fiscal  1978  and  all  the  funds  requested 
for  new  cash  registers  ($11,014  available  within  the  current  level 
allowance  to  purchase  cash  registers.   It  is  recommended  that  the  stores 
receiving  the  new  electronic  registers  transfer  the  existing  cash 
machines  to  the  other  stores  experiencing  machine  failures) . 

We  recommend  that  the  appropriations  act  give  blanket  authority  to 
purchase  inventory  without  controlling  the  amount  by  a  dollar  appro- 
priation.  Only  the  operations  of  the  division  should  be  subject  to 
appropriation  control. 
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Income  Tax  Division 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1J77   -  79 


FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


54.15 

$818,800 
$818,800 
16,997] 


$528,336 

282,598 

7,866 

$818,800 


54.15 

$955,701 
$955,701 


63.65 


67.15 


$1,053,773   $1,135,318  23.4 
$1,053,773   $1,135,318  23.4 


$594,273 

354,413 

7,015 


$  688,278   $  750,310  28.2 

350,240     376,968  14.2 

15,255       8,040  56.5 


$955,701   $1,053,773   $1,135,318   23.4 


1.  Does  not  include  $63,000  transferred  to  property  assessment  division. 

The  amounts  recommended  for  approval  for  this  program  reflect  an 
increase  of  23.4  percent  over  the  1977  biennium,  and  include  funds  for 
additional  FTE  in  the  areas  of  field  audit,  compliance  and  withholding 
tax  verification.   A  total  of  13  additional  FTE  are  recommended  for 
approval  based  on  increased  workload  indicators  and  legislative  audit 
findings. 

This  division  underwent  organization  changes  during  fiscal  1976.   The 
inheritance  tax  program  was  split  off  from  this  division,  and  $131,637 
(including  $16,046  in  unclaimed  property  funds)  was  transferred  to  the 
new  program. 
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During  fiscal  1976  the  division  transferred  $63,000  to  property 
assessment,  and  reverted  another  $16,997,  for  a  total  balance  of  $79,997, 
or  9.1  percent  of  the  appropriation.   The  fiscal  1977  appropriation  now 
reflects  a  19  percent  real  increase  over  the  fiscal  1976  actual  and 
represents  some  degree  of  excess  funding. 

We  recommend  adding  13  FTE  through  fiscal  1979  allocated  as  fol- 
lows:  two  clericals  for  the  auditing  staff,  two  accounting  clerks  for 
withholding  tax  verification,  three  field  auditors  in  fiscal  1978  and 
three  additional  in  fiscal  1979  (six  total),  two  technicians  for  com- 
pliance, and  one  aggregate  FTE  for  part-time  help  during  peak  periods. 
Not  recommended  for  funding  are  two  additional  clerical  FTE  and  one 
collection  technician.   The  investigation  division  has  allocated  in 
fiscal  1977  three  additional  investigators  to  the  field  and  they  are 
directed  to  spend  at  least  10  percent  of  their  time  (each)  for  col- 
lection work,  obviating  the  need  for  the  requested  collection  technician. 

Adjustments  have  been  made  in  the  current  level  personal  services 
for  vacancy  savings  and  turnover  expectancy,  and  other  operating  ac- 
counts were  provided  funds  to  allow  for  normal  growth  from  the  fiscal 
1976  base.   Funds  requested  to  automate  accounts  receivable  were  deleted 
because  funds  were  already  allocated  for  this  purpose  in  the  audit  and 
accounting  division. 
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FTE 

Fund  Source 

General  Fund 

Total  Funds 
Reversion-General  Fund 
Expenditures  By  Object 


Corporation  Tax  Division 


Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


15 


18 


18 


18 


$286,343     $338,543    $343,260    $349,672   10.9 
$286,343     $338,543    $343,260    $349,672   10.9 
101 


Personal  Services 

$195,785 

$260,272 

$266,467 

$271,127 

17.9 

Operating  Expenses 

87,655 

73,421 

74,868 

77,020 

(5.7) 

Equipment 

2,903 

4,850 

1,925 

1,525 

(55.5) 

$286,343 


$338,543    $343,260    $349,672   10.9 


1.  $35,000  transferred  to  property  assessment  division  during  FY-76. 

We  recommend  a  10.9  percent  increase  in  total  funding  for  the 
division,  as  requested. 
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Property  Assessment  Division 

Actual    Appropriated    LFA  Recommended  %  Change 

Fiscal       Fiscal      Fiscal      Fiscal  Biennium 

1976         1977        1978        1979  1977  -  79 


FTE 

Fund  Source 

General  Fund 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


444. 83J 


444.83' 


444.83" 


444.83 


$5,182,199   $5,674,212   $5,709,983   $5,931,673   7.2 
$5,182,1991   $5,674,2122  $5,709,9833  $5,931,6734   7.2 


$4,302,928  $4,654,217  $4,755,735  $4,903,160  7.8 

795,873  994,052  928,305  1,002,570  7.9 

83,398  25,943  25,943  25,943  (52.6) 

$5,182,199  $5,674,212  $5,709,983  $5,931,673  7.2 


1.  Does  not  include  $1,485,400  actually  expended  for  the  mass  appraisal  project 
and  168  FTE. 

2.  Does  not  include  $239,080  allocated  in  FY-77  for  mass  appraisal  and  13  FTE,  and 
budget  amendment  19-77,  $84,053,  57  FTE,  CETA,  for  mass  appraisal. 

3.  Does  not  include  $861,169  requested  for  mass  appraisal  in  FY-78  and  69  FTE. 

4.  Does  not  include  $903,569  requested  for  mass  appraisal  in  FY-79  and  69  FTE. 

We  recommend  a  7.2  percent  increase  in  funding  over  the  1977 
biennium.   The  amounts  recommended  allow  for  the  continuation  of  the 
five  year  reappraisal  plan  but  do  not  allow  for  any  mass  appraisal 
activity  in  the  1979  biennium.   The  mass  appraisal  project  is  discussed 
below. 

Property  Revaluation  Program:   Chapter  294,  Laws  of  1975,  directed 
that  the  department  of  revenue  "administer  and  supervise  a  program  for 
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the  revaluation  of  all  taxable  property  within  the  state  of  Montana  at 
least  every  five  (5)  years.  .  .  .   The  plan  of  rotation  so  adopted  shall 
provide  that  all  property  in  each  county  shall  be  revalued  at  least 
every  five  (5)  years  or  that  no  less  than  twenty  percent  (20%)  of  the 
property  in  each  county  shall  be  revalued  in  each  year."   (Section 
84-429.14,  R.C.M.  1947).   This  revaluation  program  (also  called  reap- 
praisal and  reassessment)  has  encountered  numerous  court  actions  and 
injunctions. 

The  Montana  supreme  court  on  December  6,  1976  (#13418)  ruled  that 
the  five-year  Montana  appraisal  plan  and  its  implementing  legislation  is 
constitutional.   However,  the  court  also  held  that  the  plan  was  not 
legally  adopted  under  the  provisions  of  the  administrative  procedure 
act,  Section  82-4201,  et.  seq.,  R.C.M.  1947,  and  therefore  is  "void  and 
without  legal  force  and  effect  as  a  rule  of  the  Department  of  Revenue." 
Further,  the  court  held  that  "revaluations  of  property  made  thereunder 
cannot  be  placed  on  the  tax  rolls  as  a  basis  for  taxation." 

Assuming  that  a  plan  is  finally  adopted  in  accordance  with  the  pro- 
visions of  the  administrative  procedures  act,  a  question  is  raised 
concerning  the  application  of  the  higher  property  values  obtained  under 
the  voided  plan.  Will  the  revaluation  effort  have  to  start  over  again, 
or  can  the  higher  values  be  utilized  as  part  of  a  legally  adopted  plan? 
If  the  former  applies,  the  state  has  lost  millions  of  dollars  through  an 
administrative  oversight. 

Another  consideration  must  be  addressed.   The  executive  branch  will 
request  a  supplemental  general  fund  appropriation  of  $1  million  to 
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accelerate  the  present,  voided  plan  to  complete  the  five-year  plan  in 
four  years,  (i.e.  tax  year  1978  versus  1979).   Activity  has  been  under- 
taken by  the  department  to  meet  the  four-year  cycle.   The  court  held 
that  one  of  the  evidenciary  points  against  the  legality  of  the  plan  was 
the  fact  that  the  "plan  was  put  in  operation  before  compliance  with  the 
administrative  procedure  act."  To  fund  the  plan  for  a  four-year  cycle 
prior  to  the  legislature  amending  the  plan  to  four  years,  and  prior  to 
having  it  adopted  legally,  would  appear  to  recommit  one  of  the  errors 
made  previously. 

The  funds  recommended  allow  for-  a  continuation  of  the  five-year 
cycle  as  the  current  law  prescribes.   No  funds  are  recommended  to  ac- 
celerate the  cycle  for  fiscal  1978,  unless  a  new  cycle  is  established  by 
the  legislature. 

Mass  Appraisal  Project :   Some  confusion  exists  over  the  relation- 
ship of  the  property  revaluation  program  and  the  mass  appraisal  project. 
The  five-year  revaluation  program  is  separate  and  distinct  from  the  mass 
appraisal  project.   In  the  absence  of  the  mass  appraisal  project,  the 
property  revaluation  program  would  be  no  different  than  what  exists 
today. 

The  objective  of  the  mass  appraisal  project  is  to  develop  and 
install  a  computer-assisted  appraisal  system  for  all  property  in  the 
state.   The  1975  legislature  funded  a  last  minute  request  for  $1  million 
for  this  project  in  fiscal  1976  and  a  lesser  amount  for  fiscal  1977. 
Difficulties  occurred  during  fiscal  1976  due  to  various  administrative 
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problems,  and  by  February  1976  (5  months  before  the  end  of  the  fiscal 
year)  the  project  had  spent  its  appropriation.   The  data  collection 
activities  were  stopped  at  that  point  in  time. 

The  funds  presently  allocated  to  the  mass  appraisal  project  for 
fiscal  1977  ($239,080)  are  insufficient  to  complete  the  effort  by  the 
1977  session,  as  originally  intended.   This  division  is  anticipating  a 
large  amount  of  CETA  funds  for  fiscal  1977.   However,  unless  these  funds 
are  obtained,  the  project  will  not  be  completed  in  fiscal  1977.   This 
project  expended  $1,485,400  during  fiscal  1976,  and  employed  hundreds  of 
FTE's  at  various  times  during  the  year.   It  is  estimated  that  approximately 
$2.7  million  will  have  been  expended  through  fiscal  1977  on  this  project. 

The  division  is  requesting  a  total  of  $861,169  in  fiscal  1978  and 
$903,569  in  fiscal  1979  and  a  total  of  69  FTE  to  continue  this  effort. 
This  request  raises  questions  that  should  be  resolved  before  any  more 
funding  is  granted  to  this  project: 

1.  If  CETA  funds  are  not  obtained  in  fiscal  1977,  will  any  ad- 
ditional data  be  collected? 

2.  If  the  funds  allocated  for  fiscal  1977  are  insufficient  to 
complete  the  project  in  fiscal  1977,  when  will  it  be  completed? 

3.  The  current  level  request  for  fiscal  1978  and  1979  is  to  add  an 
additional  56  FTE  to  the  various  subdivisions  (not  necessarily  1  in  each 
county)  to  keep  current  with  changes  in  residential  property,  improve- 
ments, and  new  homes.   These  FTE  are  not  anticipated  to  be  used  to 
collect  the  remaining  22  percent  of  data  that  needs  to  be  collected,  at 
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this  time.   Of  what  value  will  the  'new'  data  being  collected  be  to  the 
project  if  no  effort  is  made  to  collect  the  remaining  data  that  needs  to 
be  gathered? 

4.   If,  and  when,  the  project  is  actually  completed,  of  what  use 
will  it  be  to  the  overall  revaluation  program?   We  understand  that  the 
project  will  be  able  to  reappraise  on  the  computer  only  residential 
properties,  which  comprise  only  20%  of  the  total  parcels  in  the  state. 
(This  is  substantially  different  from  the  program  goal  of  all  property) . 
The  remaining  80%  of  the  parcels  will  still  need  to  be  physically  re- 
appraised in  the  conventional  method. 

It  is  recommended  that  the  funds  for  the  mass  appraisal  project  not 
be  allowed  for  fiscal  1978  and  1979  ($861,169  and  $903,569  and  69  FTE) 
unless  substantial  justification  can  be  made  to  continue  the  project. 
This  justification  should  include  the  total  amount  of  funds  needed  to 
complete  the  project,  the  expected  completion  date,  a  thorough  explana- 
tion of  what  role  the  project  would  play  in  an  annual,  three-year  or 
five-year  cycle  of  reappraisal  of  all  properties,  and  what  potential 
application  the  project  has  in  the  computer  based  reappraisal  of  all 
properties. 

If  the  project  cannot  make  a  meaningful  contribution  in  the  re- 
latively near  future  to  alleviate  some  of  the  state's  property  tax 
problems,  it  should  be  halted  and  no  further  funds  committed  to  this 
effort. 
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Recommendat Ions :   Analysis  indicates  that  the  fiscal  1977  funds 
available  for  property  revaluation  (again,  not  including  mass  appraisal 
project)  allow  for  an  overall  increase  of  9.5  percent  over  the  actual 
fiscal  1976  needs.   The  9.5  percent  overall  increase  is  made  up  of  8.2 
percent  in  salaries  and  wages,  and  25  percent  in  operating  costs.   We 
believe  the  fiscal  1977  allocation  represents  an  overfunding  of  ap- 
proximately $200,000,  or  3.9  percent  of  the  1977  appropriation.   The 
1979  biennium  request  is  based  on  the  1977  appropriation,  and  therefore 
is  of  little  value  in  determining  this  division's  current  level  needs. 

Recommended  amounts  for  personal  services  allow  for  a  real  increase 
of  10.5  percent  in  fiscal  1978  and  13.9  percent  in  fiscal  1979  over  the 
fiscal  1976  actual  needs,  and  will  fund  the  current  level  amount  of 
444.83  FTE.   The  amounts  recommended  for  operating  and  equipment  costs 
allow  for  a  real  increase  of  16.6  percent  in  fiscal  1978  and  26  percent 
in  fiscal  1979  over  the  fiscal  1976  expenses. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 


Miscellaneous  Tax 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


13.85 


$211,142 
15,950 

$227,092 

11,861] 


$152,308 
62,484 
12,300 


13.85 


$251,862 
12,412 


$178,712 

79,062 

6,500 


LFA  Recommended    %  Change 
Fiscal      Fiscal  Biennium 
1978        1979   1977  -  79 


13.85 


$218,278 
35,000 


13.85 


$240,122 
19,000 


-0- 


(1.0) 
90.4 


$264,274    $253,278    $259,122    4.3 


$177,946 

72,832 

2,500 


$181,482    8.6 
75,140    4.5 
2,500   (73.4) 


$227,092     $264,274    $253,278    $259,122    4.  3 


Total  Expenditures 

1.  This  division  transferred  $25,000  to  the  property  assessment  division  during  FY-76. 


We  recommend  a  funding  increase  of  four  percent  over  the  1977 
biennium.   While  the  recommended  amounts  are  substantially  less  than 
requested,  they  are  sufficient  to  ensure  the  maintenance  of  current 
level  operations. 

This  division  was  appropriated  $263,953  in  FY-76.   Of  this  amount, 
$25,000  was  transferred  to  the  property  assessment  division  and  another 
$11,861  was  reverted.   Therefore,  the  division  experienced  an  unexpended 
balance  of  14  percent  in  fiscal  1976. 

Of  the  balance,  approximately  $13,500  can  be  attributed  to  a  lag  in 
hiring  new  auditing  staff  and  the  resulting  lag  in  travel.   Other 
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expenditure  accounts  appear  to  have  been  over-funded.   The  fiscal 
1977  appropriation  reflects  a  real  increase  of  16  percent  over  fiscal 
1976  expenses. 

The  amounts  recommended  for  approval  allow  for  a  conversion  from 
mimeograph  to  professional  printing  services  (although  not  at  the  level 
requested)  and  sufficient  funds  to  cover  the  costs  of  normal  mailings 
not  billed  for  in  fiscal  1976. 

Motor  Fuel  Tax  Division 


FTE 

Fund  Source 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

24 


24 


25 


25 


Other  Funds-Appropriated 

$306,942 

$356,793 

$352,183 

$358,047 

7.0 

Total  Funds 

$306,942 

$356,793 

$352,183 

$358,047 

7.0 

Appropriation  Balance 

28,279 

Expenditures  By  Object 

Personal  Services 

$248,019 

$268,208 

$285,328 

$291,234 

11.7 

Operating  Expenses 

49,149 

78,935 

58,605 

58,888 

(8.3) 

Equipment 

2,574 

2,450 

1,050 

725 

(64.7) 

Total  Operating  Costs 

$299,742 

$349,593 

$344,983 

$350,847 

7.0 

Non-Operating  Costs 

7,200 

7,200 

7,200 

7,200 

-0- 

Total  Expenditures 

$306,942 

$356,793 

$352,183 

$358,047 

7.0 
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The  highway  earmarked  funds  recommended  for  approval  allow  for  an 
increase  of  seven  percent  over  the  1977  biennium,  and  include  an  ad- 
ditional FTE  auditor.   The  funds  allocated  for  operating  expenses  re- 
flect an  overall  decrease  of  nine  percent,  but  still  allow  for  an 
increase  of  13.5  percent  over  expenses  in  fiscal  1976. 

The  division  ended  fiscal  1976  with  an  operating  balance  of  $28,279, 
or  8.4  percent  of  its  original  appropriation.   The  fiscal  1977  appro- 
priation exceeds  actual  fiscal  1976  expenses  by  16.2  percent  and  appears 
to  be  overfunded. 

The  amounts  recommended  for  the  1979  biennium  allow  for  increases 
of  14.7  percent  and  16.6  percent,  respectively.   Some  adjustments  were 
made  to  allow  for  turnover  expectancy,  and  11  percent  and  10  percent 
growth  is  recommended  for  contracted  services  and  communications.   Funds 
were  allowed  in  fiscal  1978  and  1979  for  a  new  auditor  position. 
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Operations  Division 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

14 


Appropriated 

Fiscal 

1977 

14.85 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


15.012 


15.012 


General  Fund 

Other  Funds-Budget  Amended 

$169,012 

73,824 

$242,836 

$186,662 
100, OOO1 

$286,662 

$181,393 

$185,320 
$185,320 

3.1 
(100.0) 

Total  Funds 

$181,393 

(30.7) 

Reversion-General  Fund 

8,416 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

$147,317 

21,073 

622 

$158,807 

23,855 

4,000 

$161,294 

18,749 

1,350 

$164,476 

18,994 

1,850 

6.4 
(16.0) 
(30.8) 

Total  Operating  Costs 
Non-Operating  Costs 

$169,012 
73,824 

$186,662 
100,000 

$181,393 

$185,320 

3.1 

:ioo.o) 

Total  Expenditures 

$242,836 

$286,662 

$181,393 

$185,320 

(30.7) 

1.  Budget  amendment  42-77  added  $100,000  in  revolving  funds. 

We  recommend  a  3.1  percent  increase  for  the  division.   The  ad- 
ditional funds  allow  for  a  part-time  mail  clerk  to  handle  the  heavy  mail 
load  of  the  income  tax  division.   The  increase  in  the  amounts  allocated 
for  operating  expenses  reflect  a  base  decrease  in  one  account,  as  re- 
quested, and  other  small  adjustments  to  reflect  more  reasonable  in- 
flationary growth,  such  as  in  postage. 

The  revolving  funds  not  recommended  for  approval  were  established 
in  fiscal  1976  without  budget  amendment.   Budget  amendment  42-77  es- 
tablishes the  same  account  for  fiscal  1977.   It  is  recommended  that  the 
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revolving  funds  not  be  approved  because  these  funds  are  already  budgeted 
in  other  divisions  within  the  department. 

This  program  was  appropriated  $177,428  in  fiscal  1976,  of  which 
$8,416  or  4.7  percent  reverted.   The  real  growth  from  fiscal  1976  to 
1977  is  10.4%,  which  seems  excessive  given  the  size  and  duties  of  this 
program.   The  fiscal  1978  and  1979  recommended  amounts  allow  for  7.3% 
and  9.6%  increases  over  fiscal  1976  expenses. 

A  request  for  an  FTE  to  handle  EEO  and  action  plan  activities  is 
not  recommended  for  approval.   This  function  is  being  recommended  for 
centralization  within  the  personnel  division,  department  of  adminis- 
tration. 


*> 
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Data  Processing  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1«77  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


39.5 


$286,269 
132, 0811 
36,1592 

$454,509 


$337,459 

73,688 

7,203 

418,350 
36,159 

$454,509 


38.5 


$289,648 
149,062, 
89,194' 


28.5 


$295,733 

147,583 

-0- 


28.5 


$299,921 
150,444 
-0- 


3.4 
6.0 
(100.0) 


$527,904    $443,316    $450,365    (9.0) 


$343,962 

91,748 

3,000 

438,710 
89,194 

$527,904 


$351,387 
91,929 


443,316 

$443,316 


$358,200 
92,165 


450,365 
$450,365 


1.  An  additional  $27,312  was  appropriated  from  federal  child  support  funds, 
were  not  spent. 


4.1 
11.3 
(100.0) 

4.3 


(9.0) 


They 


2.  Budget  amendments  124-76  established  $83,024  in  revolving  funds  and  11  FTE. 
However,  only  $36,159  was  spent  and  11  FTE  not  totally  utilized.   B.A.  86-77 
establishes  $89,194  and  10  FTE  in  revolving  funds  in  FY-77. 

The  funds  recommended  for  approval  reflect  an  overall  increase  of 
4.3%  for  the  current  level  operations  (as  requested  by  the  division), 
and  a  total  elimination  of  the  revolving  funds  added  via  the  amendment 
process.   The  recommendation  for  the  elimination  of  the  revolving  funds 
is  discussed  below. 
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Originally,  this  data  processing  division  was  established  by  direct 
appropriations  to  meet  the  unique  needs  of  this  department.   No  re- 
volving funds  were  established  nor  ostensibly  needed.   During  fiscal 
1976  budget  amendments  124  and  125/76  established  revolving  funds  within 
this  division  and  the  central  data  processing  division,  department  of 
administration,  reportedly  to  process  data  generated  by  the  mass  ap- 
praisal project,  property  assessment  division.   The  amendments  were 
supported  by  data  indicating  key  strokes,  etc.  for  mass  appraisal. 

Budget  amendment  86-77  (for  fiscal  1977)  re-establishes  the  re- 
volving fund  to  meet  the  "need  to  capture  individual  income  tax  return 
data",  not  support  mass  appraisal.   This  amendment  further  states  "ac- 
counting entity  //07153  was  established  in  fiscal  1976  to  accomplish  this 
purpose".   This  revolving  account  was  not  established  to  service  income 
tax,  but  rather  mass  appraisal. 

A  question  arises  with  the  request  for  the  permanent  establishment 
of  this  revolving  fund.   The  policy  direction  is  towards  further  cen- 
tralizing data  processing  services  within  the  department  of  administration 
and  reducing  or  eliminating  satelite  data  centers.   The  proposed  transfer 
of  the  department  of  highways  data  center  to  the  department  of  admin- 
istration is  an  example  of  this  policy.   The  establishment  of  this 
revolving  fund  is  counter  to  that  policy,  and  in  fact  greatly  reduces 
the  dependence  on  central  data  processing  by  allowing  revenue  to  in- 
crease the  processing  of  its  own  data.   The  funds  being  requested  in 
this  revolving  account  are  already  included  in  the  income  tax  division's 


o">n< 


03 


Page  33  -  Revenue 

budget  and  need  not  be  appropriated  twice.   Further,  if  the  income  tax 
data  processing  needs  are  of  a  continual  nature,  they  should  be  handled 
as  a  direct  appropriation  to  the  division  as  a  workload  increase  rather 
than  a  revolving  fund . 

Therefore,  it  is  recommended  that  this  division's  current  workload, 
the  need  for  the  revolving  account,  and  its  role  vis-a-vis  the  department 
of  administration's  data  center  be  closely  scrutinized  during  deliberations 
on  this  budget  by  the  finance  and  appropriations  committees. 

Investigation  Division 


FTE 

Fund  Source 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

30 


37 


36 


36 


General  Fund 

$188,486 

$227,891 

$235,432 

$242,877 

14.9 

Other  Funds-Appropriated 

279,059 

297,316 

433,100 

446,165 

52.6 

Other  Funds-Budget  Amended 

19,1611 
$486,706 

132, 4772 
$657,684 

-0- 

-0- 

N/A 

Total  Funds 

$668,532 

$698,042 

18.6 

Reversion-General  Fund 

38,290 

Expenditures  By  Object 

Personal  Services 

$356,873 

$496,478 

$506,039 

$516,157 

19.8 

Operating  Expenses 

77,851 

124,664 

123,413 

132,250 

26.2 

Equipment 

51,982 

18,750 

22,095 

23,256 

(36.0) 

Total  Operating  Costs 

$486,706 

$639,892 

$651,547 

$671,663 

17.5 

Non-Operating  Costs 

-0- 

17,792 

16,985 

17,379 

93.1 

Total  Expenditures 

$486,706 

$657,684 

$668,532 

$689,042 

18.6 

1.  Budget  amendments  117  and  234,  FY-76,  added  1  FTE. 

2.  Budget  amendments  60,  72  and  81,  FY-77,  added  8  FTE  (1  continued  from  FY-76) 
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We  recommend  an  increase  of  18.6  percent  over  the  current  biennium. 
The  recommendation  allows  for  a  continuation  of  the  current  effort  being 
undertaken  in  the  welfare  and  child  support  programs  via  fiscal  1977 
amendments.   The  seven  FTE  added  by  amendment  during  the  current  fiscal 
1977  are  recommended  for  approval  in  the  1979  biennium. 

This  division  is  responsible  for  the  enforcement,  investigation,  or 
support  in  four  functional  areas:   welfare  fraud,  tax  fraud,  alcohol 
beverage  control,  and  child  support  enforcement.   A  constantly  increasing 
caseload  in  the  welfare  fraud  (Title  IV-A)  and  child  support  enforcement 
(Title  IV-D)  programs  of  the  federal  social  security  act  has  resulted  in 
a  substantial  backlog  of  active  cases.   This  caseload  increase  has  also 
been  felt  in  the  audit  and  accounting  and  legal  divisions  where  ad- 
ditional FTE  and  funds  have  been  recommended. 

The  welfare  fraud  caseload  has  been  increasing  at  a  rate  of  300  per 
year  with  a  current  (9/76)  backlog  of  800  cases.   The  child  support 
enforcement  program  is  growing  at  a  net  rate  of  630  cases  per  month,  and 
the  backlog  is  growing  accordingly. 

Budget  Amendments 

Three  budget  amendments  were  processed  for  fiscal  1977  to  alleviate 
the  above  backlog. 

B.A.  60-77  added  $59,209  in  federal  funds  to  allow  for  the  real- 
location of  three  investigators  from  the  alcohol  enforcement  unit  to  the 
welfare  fraud  unit  within  the  division.   One  FTE  clerical  was  added  by 
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the  funds.   B.A.  72-77  added  a  total  of  $71,169  to  hire  six  additional 
FTE  investigators  to  the  six  regional  offices  for  child  support  enforce- 
ment activities.   This  represents  a  doubling  of  the  current  effort. 
B.A.  81-77  added  one  FTE  clerical  and  $2,099  in  CETA  funds  through 
September  1976  to  support  both  welfare  fraud  and  child  support  activities. 

Based  on  data  provided  by  the  division,  the  addition  of  the  new  FTE 
and  reallocation  of  the  other  three  FTE  will  not  enable  them  to  totally 
catch-up  and  eliminate  the  backlog  of  current  cases.   However,  the 
division  should  be  able  to  complete  the  older  cases,  and  reduce  the  time 
frame  from  when  a  case  is  initially  received  and  action  is  taken. 

Inheritance  Tax  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Expenditures 


$  86,497 
16,046 

$102,543 

4,094] 


$  93,100 
8,052 
1,391 

$102,543 


11 


$115,979 
17,289 


$  95,155 
18,500 


$97,065 
19,795 


$133,268    $113,655   $116,860 


(5.1) 

14.9 

U.2) 


$123,017 

9,785 

466 


$103,044 

10,291 

320 


$105,273 

10,887 

700 


$133,268    $113,655   $116,860 


(3.6) 
18.7 
(45.0) 

(2.2) 


1.  Additional  $25,000  transferred  to  property  assessment  division  in  FY-76. 
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We  recommend  a  decrease  of  2.2  percent  in  funding  from  the  1977 
biennium.   The  decrease  is  contingent  upon  further  data  to  be  provided 
during  the  1977  legislative  session  regarding  workload  increases  which 
were  not  realized  during  fiscal  1976. 

This  division  was  established  by  administrative  transfer,  and  was 
originally  funded  within  the  income  tax  division.   A  total  of  11  FTE  and 
$131,637  for  fiscal  1976  and  $133,268  for  fiscal  1977  were  transferred 
from  income  tax  to  establish  the  division. 

Due  to  various  amendments  to  the  probate  and  inheritance  tax  codes 
during  the  1975  legislature,  the  program  was  appropriated  additional  FTE 
and  funds  for  the  1977  biennium.   However,  the  workload  anticipated 
as  a  result  of  the  increased  responsibilities  has  not  occurred,  and  two 
FTE  positions  (administrative  aide  and  auditor)  have  not  been  filled. 
Of  the  original  allocation  of  $131,637,  only  $102,543  was  expended  in 
fiscal  1976.   Of  the  balance  of  $29,094,  $25,000  was  transferred  to  the 
property  assessment  division.   The  remainder  was  reverted  to  the  general 
fund.   The  balance  represents  22  percent  of  the  original  appropriation. 
The  fiscal  1977  appropriation  now  represents  an  increase  of  30  percent 
over  actual  FY-76  expenses. 

Within  the  $29,000  balance,  $17,651  can  be  attributed  to  vacancy 
savings  generated  by  the  unfilled  positions  above,  and  turnover  in  two 
other  positions. 

It  is  recommended  that  these  two  FTE  positions,  and  the  associated 
fringe  benefits,  be  deleted  for  the  1979  biennium. 
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Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Tctal  Funds 

4.0 

$172,135 

-0- 

$172,135 

7.0 

272,158 

-0- 

272,158 

(3.0) 

$(100,023) 

-0- 

$(100,023) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  is  due  to  our  recommendation  to  provide  three  ad- 
ditional staff  and  supporting  costs. 
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CAMPAIGN  FINANCES  AND  PRACTICES 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

3.5 

$72,471 
2,025 


$48,633 

18,052 

5,786 

$72,471 


4.0 


$58,919 
21,516 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


6.5 


$80,435   $138,397 


$99,879 

36,715 

1,803 


$80,435   $138,397 


7.0 


+  3.0 


$133,761   78.0 


$105,005   90.5 
28,756   65.5 
(69.0) 


$133,761   78.0 


We  recommend  an  increase  of  three  FTE  and  78  percent  in  general 
fund  support  over  the  1977  biennium  for  this  new  program. 

Sections  23-4776  through  4795,  R.C.M.  1947  specify  the  functions 
and  responsibilities  of  the  appointed  commissioner.   Data  indicates  that 
the  number  of  statements  that  must  be  filed  and  reviewed  cannot  receive 
adequate  scrutiny  with  the  existing  FTE  level  of  this  program.   Because 
the  number  of  candidates  that  file  for  each  elective  office  increases 
each  year,  the  number  of  reports  that  will  be  submitted  will  be  beyond 
the  capabilities  of  the  existing  staff  to  review.   For  example,  the 
number  of  statements  that  are  anticipated  to  be  filed  for  FY-77  (in- 
cluding 1976  fall  general  election  and  April  1977  school  board  and  local 
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elections)  is  approximately  9,300.   This  means  that  the  present  four 
staff  members  would  have  to  review  2,300  each,  or  10  per  working  day. 
It  is  clear  that  with  any  kind  of  meaningful  review  of  the  statements 
there  is  very  little  time  left  to  pursue  compliance  or  auditing  efforts 
which  are  also  required  under  the  existing  statute. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
Adjutant  General 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

31.02 

$1,183,302 

$515,536 

$1,698,838 

25.40 

1,283,339 

570,736 

1,854,075 

5.62 

$(100,037) 

$(55,200) 

$(155,237) 

There  are  two  primary  reasons  that  our  recommendation  provides  for 
fewer  FTE  and  more  funds  for  the  1979  biennium: 

1.  We  are  recommending  substantially  more  general  and  federal 

funds  for  maintenance  (painting  and  repairs)  for  the  Helena  headquarters  and 
for  various  armories  throughout  the  state; 

2.  We  are  recommending  that  the  firemen  at  Great  Falls  airport  be 
absorbed  by  the  airport  authority  and  the  guard  pay  pro-rata  costs  the 
same  as  other  users. 
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FTE 


DEPARTMENT  OF  MILITARY  AFFAIRS 

Actual   Appropriated      LFA  Recommended  %  Change 

Fiscal      Fiscal       Fiscal       Fiscal  Biennium 

1976        1977         1978         1979  1977  -  79 


48. 271 


34.4' 


25.4 


25.4 


Fund  Source 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$556,545 

259,608 

96,962 

$913,115 

$538,891 
236,222 

$630,074 
282,961 

$653,265 
287,775 

17.2 
15.1 

Total  Funds 

$775,113 

$913,035 

$941,040 

16.5 

Reversion-General  Fund 

1,481 

(not  incl. 
amendments) 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Equipment 

$519,346 

332,562 

1,949 

$447,609 

322,094 

3,130 

$323,910 

583,715 

3,130 

$330,726 

604,904 

3,130 

((32.3) 
81.1 
23.3 

Total  Operating  Costs 
Non-Operating  Costs 

$853,857 
2,280 

$772,833 
2,280 

$910,755 
2,280 

$938,760 
2,280 

13.7 
-0- 

Total  Expenditures 

$856,137 

$775,113 

$913,035 

$941,040 

13.7 

1.  Reflects  4.75  FTE  via  budget  amendments  in  FY-76. 

2.  Reflects  drop  due  to  elimination  of  9.36  FTE  security  guards  and 
amended  FTE's  from  FY-76. 


Summary 

The  funds  recommended  for  approval  for  the  1979  biennium  represent 
an  increase  of  16.5  percent  ($262,809)  over  the  appropriation  in  the 
1977  biennium.   If  the  security  guard  funding  is  removed  from  the  1976 
expenditure  base,  the  increase  would  be  22.8  percent  ($343,889)  over  the 
1977  biennium. 
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The  amounts  recommended  for  approval  include  $100,000  per  year  for 
building  repair  and  maintenance,  increased  insurance  costs,  normal 
inflationary  increases  for  utilities  and  other  accounts,  and  two  FTE  for 
maintenance  in  Great  Falls  (air  guard)  and  Helena  (army  guard)  res- 
pectively, offset  by  the  deletion  of  10  firemen  at  Great  Falls  (see  air 
analysis  below),  a  multilith  machine  and  operator,  and  other  adjustments. 

The  recommendation  assumes  that  supporting  national  guard  expen- 
ditures is  a  proper  state  function.   While  having  the  ability  to  respond 
to  civil  emergencies  is  a  desirable  state  objective,  many  of  the  ex- 
penditures contained  in  the  budget  are  for  other  purposes.   The  legis- 
lature may  wish  to  explore  what  state  benefit  is  derived  from  the  costs 
associated  with  the  air  national  guard  as  well  as  with  maintaining  the 
many  armories  throughout  the  state. 

Administration 

1976      1977      1978      1979      1978      1979      FTE 
Approp.    Approp.    Request   Request   Recomm.    Recomm.   Recomm. 

GF      $116,086  $125,679  $172,599  $153,535  $154,078   $140,319    4.0 
FPRA       -0-       -0-       -0-       -0-       -0-       -0-      

TF      $116,086  $125,679  $172,599  $153,535   $154,078   $140,319    4.0 

We  recommend  an  increase  of  22  percent  over  the  1977  biennium. 
Funds  are  included  to  paint  the  interior  and  exterior  of  the  Helena 
headquarters  building,  microfilm  personnel  records,  and  normal  inflation 
allowances.   Funds  are  not  included  for  the  replacement  of  a  multilith 
machine  as  all  printing  of  this  nature  should  be  done  at  the  central 
printing  facility  under  general  services  (sufficient  funds  are  recommended 
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for  printing  services) .   Also  deleted  were  added  personnel  costs  as- 
sociated with  EEO,  an  action  plan  and  labor  relations.   The  personnel 
function  is   recommended  for  centralization  in  the  personnel  division, 
department  of  administration. 


Army  National  Guard 

1976      1977      1978      1979  1978      1979  FTE 

Approp.    Approp.  Request  Request  Recomm.    Recomm.  Recomm. 

GF      $310,116  $331,443  $549,309  $588,728  $397,635  $433,034  13.4 

FPRA      71,100    76,829  163,759  161,542  146,743   138,307    

TF      $381,216  $408,272  $713,068  $750,270  $544,378  $571,341  13.4 


We  recommend  an  increase  in  funding  of  41  percent  over  the  1977 
biennium.   General  funds  would  increase  30  percent  or  $189,110  and 
federal  funds  would  increase  93  percent  or  $137,121.   Most  of  these 
funds  ($200,000)  are  allowed  for  armory  and  shop  repair  and  maintenance, 
for  the  addition  of  one  FTE  for  maintenance,  increased  user  rates  at 
Helena  airport,  and  normal  inflationary  increases  in  utilities  and  other 
accounts. 

Funds  are  not  recommended  for  the  following  items. 

1.   One  FTE  offset  operator  III  due  to  the  elimination  of  the 
multilith  equipment  in  the  administration  program  above.   The  department 
of  administration,  central  printing,  is  requesting  several  FTE  for  its 
offset  printing  operation  for  the  1979  biennium.   It  would  seem  that 
some  degree  of  expansion  is  needed  in  that  program.   The  present  in- 
cumbent in  the  above  position  could  be  given  preference  for  transfer  to 
central  printing. 
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2.  Funds  for  additional  recruiting  efforts.   From  June  1974 
through  June  1976  the  army  guard  enlisted  personnel  has  decreased  from 
2,678  to  2,109,  a  loss  of  569  men  or  21.3  percent.   A  major  cause  of  the 
drop  in  strength  is  the  elimination  of  the  national  military  draft. 
Other  states'  guards  are  also  experiencing  decreases  in  strength.   To 
allow  these  general  funds  would  increase  the  state's  share  of  the  cost 
of  a  declining  program.   In  effect,  the  state  would  be  paying  more  to 
receive  less.   Because  this  program  is  primarily  a  federal  effort  to 
augment  the  U.S.  Army  forces,  any  additional  recruiting  funds  should 
come  from  the  department  of  defense,  not  the  state's  general  fund. 

3.  Funds  for  the  shared  FTE  administrative  officer  for  EEO  and 
labor  relations  purposes. 

Air  National  Guard 

1976      1977      1978      1979      1978      1979      FTE 
Approp.    Approp.    Request   Request   Recomm.    Recomm.   Recomm. 

GF      $130,343   $  81,769  $  91,403   $  91,000  $  78,361   $  79,912   8.0 
FPRA     188,508   159,393   174,765   183,614   136,218   149,468   

TF      $318,851  $241,162   $266,168   $274,614   $214,579   $229,380   8.0 

We  recommend  a  funding  decrease  of  20.7  percent  from  the  1977 
biennium  appropriation.   However,  approximately  $93,000  was  expended  on 
security  guards  at  the  Great  Falls  base  in  fiscal  1976  only.   Adjusting 
these  costs  out  of  the  fiscal  1976  base  reflects  a  recommended  increase 
of  18  percent  for  fiscal  1978  over  the  fiscal  1976  base. 
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Funds  are  recommended  for  the  addition  of  one  FTE  to  serve  as 
groundskeeper  and  maintenance  man.   Funds  are  not  recommended  for  the 
shared  administrative  FTE  as  discussed  in  the  administrative  program. 

Great  Falls  Firemen 

The  present  arrangement  of  the  state  funding  10  firemen  and  Great 
Falls  funding  5  airport  firemen  was  established  by  the  1975  legislature 
in  H.B.  269  to  preclude  the  loss  of  10  firemen  for  fiscal  1976  and  1977. 

Presently  the  air  guard  pays  a  $1  lease  to  the  airport  for  the  use 
of  the  runway,  tower  and  other  facilities,  and  provides  shared  fire 
fighting  coverage.   The  fire  equipment  is  housed  in  air  guard  facilities, 
and  most  of  the  equipment  is  guard  owned. 

Because  the  fire  crew  is  employed  partly  by  the  state  and  partly  by 
the  city,  problems  have  arisen  concerning  pay  and  benefit  differences 
and  an  unclear  chain  of  command  is  apparant. 

Several  alternatives  are  available  for  consideration: 

1.  Continue  present  arrangement  for  the  1979  biennium; 

2.  Move  the  entire  guard  unit  to  Malstrom  AFB; 

3.  Discontinue  present  funding  entirely,  and  hope  that  FAA,  or 
some  other  federal  agency,  picks  up  the  cost; 

4.  Contribute  a  pro-rata  share  of  the  upkeep  and  administrative 
costs  of  the  Great  Falls  airport  as  other  commercial  and  private  users 
do.   The  city  would  then  employ  all  needed  firemen. 
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We  feel  that  the  fourth  alternative  is  the  most  reasonable  and 
equitable  to  both  the  state  and  city  of  Great  Falls.   Based  on  data 
submitted  by  airport  director,  we  recommend  that  $99,000  and  $109,000  be 
paid  to  the  city  for  airport  use  by  the  air  national  guard  planes. 
These  costs  would  be  borne  jointly  by  the  state  and  federal  governments. 

The  city  of  Great  Falls  would  employ  the  entire  fire  crew. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
Civil  Defense  Division 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 
FTE 

General  Fund 

Other  Funds 

Total  Funds 

21.5 

$218,082 

$673,315 

$8)1,397 

19.0 

168,886 

602,686 

771,572 

2.5 

$49,196 

$70,629 

$119,825 

The  major  difference  is  the  amount  of  funds  we  recommend  for  the 
civil  defense  coordination  program.   We  recommend  that  the  dependence 
upon  the  defense-related  funds  be  diminished  and  added  emphasis  be  placed 
on  natural  disaster  planning. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
Civil  Defense  Division 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 


22 


23 


19 


19 


(17.4) 


General  Fund 

$100,524 

$106,303 

$  75,954 

$  92,932 

(18.3) 

Other  Funds-Appropriated 

260,231 

277,013 

315,259 

287,427 

12.2 

Other  Funds-Budget  Amended 

21,214 
$381,969 

98,000 
$481,316 

Total  Funds 

$391,213 

$380,359 

(10.6) 

Expenditures  By  Object 

Personal  Services 

267,597 

356,389 

297,555 

303,971 

(3.6) 

Operating  Expenses 

71,157 

118,949 

93,658 

76,388 

(10.6) 

Equipment 

4,994 
$343,748 

5,978 
$481,316 

Total  Expenditures 

$391,213 

$380,359 

(6.5) 

Summary 

The  amounts  recommended  for  the  1979  biennium  reflect  an  overall 
decrease  of  10.6  percent  from  the  1977  biennium,  made  up  of  an  18.3  per- 
cent decrease  in  general  fund  and  an  increase  of  13.2  percent  in  federal 
funds.   A  shift  in  emphasis  from  military-defense  to  natural  disaster 
planning  is  recommended . 

Budget  Amendments 

Budget  amendments  138-76  and  43-77  provided  the  civil  defense 
agency  with  $119,214  to  "research  and  develop  a  comprehensive  state 
disaster  response  plan"  for  FY's  76  and  77.   An  additional  $125,719  in 
federal  funds  and  $7,426  in  general  funds  are  being  requested  for  the 
1979  biennium  to  continue  this  effort  and  to  enter  into  the  "main- 
tenance phase"  during  FY-79.   The  funds  approved  by  B.A.  138-76  were 
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initially  disapproved  by  the  legislative  finance  committee  and  sub- 
sequently were  resubmitted  and  approved  by  the  executive  after  the 
supreme  court  ruled  against  the  committee's  budget  amendment  authority. 

The  difficulty  that  the  original  amendment  faced  in  committee  il- 
lustrates the  problems  facing  this  agency.   The  primary  source  of  fund- 
ing for  the  program  has  traditionally  been  the  federal  department  of 
defense  which  stipulates  that  the  funds  received  shall  only  be  used  to 
develop  plans  against  potential  military /nuclear  attack.   These  funds 
cannot  be  diverted  to  support  operations  in  response  to  natural  disasters 
such  as  floods  or  earthquakes.   In  effect,  for  every  dollar  of  the 
agency's  general  fund  appropriation  spent  on  non-military  defense 
activities,  the  agency  loses  the  defense  administrative  dollar  match. 

The  two  amendments  provided  funds  from  a  new  federal  source,  the 
federal  housing  agency,  to  prepare  the  plan  noted  above.   The  agency 
gained  three  FTE  in  FY-76  and  an  additional  FTE  in  FY-77  to  develop  the 
plan.   Future  general  fund  support  is  requested  in  FY-79  to  begin  the 
maintenance  phase  on  a  50/50  basis,  similar  to  the  nuclear  preparedness 
grant.   In  effect,  another  program  is  being  assembled  within  the  agency 
to  develop  another  plan  that  will  require  additional  FTE  and  general 
funds  to  maintain  in  the  future. 

Nuclear  Defense  or  Natural  Disaster  Preparedness? 

The  agency  requests  funding  for  both  nuclear  and  natural  disaster 
planning.   We  question  what  benefit  the  state  has  received  from  past 
efforts  in  planning  for  military  attack.   The  recommendation  funds  a 
natural  disaster  preparedness  program  only. 
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Recommendation 

The  funds  recommended  for  approval  allow  for  the  following: 

1.  Completion  of  the  natural  disaster  plan  through  FY-79,  adding 
$82,799  in  FY-78  and  $42,920  in  FY-79  in  federal  disaster  assistance 
funds  from  the  federal  housing  agency,  and  adding  $7,426  in  general 
funds  in  FY-79  to  begin  the  50/50  match  requirements  for  "maintenance" 
of  the  plan. 

2.  Deletion  of  a  net  of  $29,410  in  FY-78  and  $21,579  in  FY-79, 
general  fund  which  has  supported  nuclear  defense  planning. 

This  action  would  have  the  net  effect  of  reducing  the  division's 
general  fund  support  by  $29,410  for  FY-78  and  $14,153  for  FY-79,  while 
retaining  the  total  current  level  FTE  at  19,  and  providing  a  net  in- 
crease of  $39,234  in  FY-78  and  $28,564  in  FY-79  in  federal  housing 
funds . 

The  remainder  of  the  general  fund  recommended  in  FY-78  and  FY-79 
allows  for  normal  inflationary  growth  in  the  various  operating  accounts, 
and  the  remaining  federal  defense  funds  allow  for  the  continuation  of 
the  current  level  effort  with  normal  inflationary  growth  with  some  ad- 
justment for  turnover  and  incorrectly  listed  salary  amounts. 

Funds  were  not  allowed  for  additional  communication  equipment.   It 
is  recommended  that  the  division  continue  utilizing  the  4  existing 
(emergency  medical,  highway  maintenance,  highway  patrol/law  enforcement 
and  civil  defense  network)  communications  networks  which  seem  adequate. 

Funds  were  not  allowed  for  additional  rent  requests.   The  civil 
defense  agency  currently  passes  through  to  the  counties  approximately 
$250,000  per  year.   Some  of  the  counties  are  now  requesting  the  agency 
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to  pay  rental  costs  in  those  county  offices  shared  with  the  district 
coordinators.   It  would  seem  that  counties  should  provide  these  minimal 
"in-kind"  contributions.   If  some  counties  do  not  feel  a  service  is 
being  rendered,  the  state  should  not  continue  the  program  in  those 
counties. 
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DEPARTMENT  OF  HIGHWAYS 

Fiscal 

1979    Bienniura 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  2,207.29       -0-      $269,276,574   $269,276,574 

LFA  Recommendation  2,179.80       -0-       256,343,064    256,343,064 

Executive  over  (under)  LFA  27.49       -0-       $12,933,510   $12,933,510 

There  are  differences  reflected  in  each  program  recommendation. 
The  major  differences  are: 

1.  General  Operations:   Vacancy  savings,  more  modest  inflationary 
allowances,  elimination  of  double-budgeting,  not  recommending  tourist 
study,  and  offset  reductions  in  data  processing  charges  ($960,210). 

2.  Construction:   Difference  is  in  vacancy  savings  and  elimina- 
tion of  termination  allowances  for  sick  and  vacation  accruals  ($1,278,935). 

3.  Maintenance:   Major  difference  is  $8.7  million  for  expanded 
maintenance  activities  in  general  up  keep  and  repair  ($5.3  million),  re- 
storation ($1.4  million),  inclement  weather  control  ($0.6  million), 
traffic  control  devices  ($0.8  million),  and  roadside  services  and  rest 
areas  ($0.4  million).   The  remainder  of  the  difference  is  vacancy 
savings  and  more  modest  inflationary  allowances  in  the  current  level 
budget.   (Total  difference  -  $10,081,839). 

4.  Advertising:   Difference  of  $64,764  is  due  to  more  modest 
inflationary  allowances  and  vacancy  savings. 

5.  Preconstruction:   Difference  is  due  to  vacancy  savings, 
elimination  of  sick  and  vacation  termination  allowances,  and  more  modest 
inflationary  increases  ($375,782). 
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6.  Motor  Pool:   Minor  differences  due  to  vacancy  savings  and  more 
modest  inflationary  increases  ($26,956). 

7.  Equipment:   Minor  differences  due  to  vacancy  savings,  elimina- 
tion of  sick  and  vacation  termination  allowances  and  more  modest  in- 
flationary increases  ($145,024). 
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DEPARTMENT  OF  HIGHWAYS 

Actual       Appropriated         LFA  Recommended      %  Change 
Fiscal  Fiscal        Fiscal  Fiscal   Biennium 

1976  1977  1978  1979    1977  -  79 

rE  2,133.42        2,153.03      2,199.32        2,179.80 

and  Source 

ther  Fund s-Ap propria ted   $  93,200,917    $  96,005,788   $129,657,393   $126,685,671   35.5 
ther  Funds-Budget  Amended   27,724,708      43,698,088  (100-0) 

Total  Funds  $120,925,625    $139,703,876   $129,657,393   $126,685,671   (1.6) 

spenditures  By  Object 

arsonal  Services         $  29,169,900    $  32,607,431   $  32,369,805   $  32,880,517    5.6 
aerating  Expenses  86,159,355     103,711,347    91,595,947     88,079,862   (5.4) 

ipital  1,848,342       1,373,384     2,191,061      2,224,174   37.1 

Total  Operating  Costs    $117,177,597    $137,692,162   $126,156,813   $123,184,553   (2.2) 
Non-Operating  Costs         3,748,028       2,011,714     3,500,580      3,501,118   21.6 

Dtal  Expenditures         $120,925,625    $139,703,876  $129,657,393   $126,685,671   (1.6) 

Summary 

We  recommend  an  expenditure  decrease  of  1.6  percent  from  the  1977 
biennium  for  this  department. 

The  maintenance  program  was  selected  as  a  pilot  for  the  priority 
budgeting  system  initiated  by  H.B.  643,  1975  session.   We  are  recom- 
mending a  level  of  funding  that  provides  for  maintaining  the  highway 
system  at  its  current  level  of  activity.   The  executive  has  recommended 
funding  at  a  greatly  expanded  level.   (See  analysis  of  maintenance 
program  below) . 
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The  release  of  the  impounded  funds  added  a  total  of  $58.2  million 
in  fiscal  1976  and  $38.3  million  in  fiscal  1977  in  spending  authority  in 
the  construction  program.   The  department  is  requesting  a  total  of  $25.  ) 
million  for  fiscal  1978  and  $19  million  for  fiscal  1979  in  additional 
spending  authority  over  its  normal  construction  level.   It  is  largely 
because  of  this  decrease  in  construction  funding  that  accounts  for  our 
recommended  decrease  in  departmental  expenses. 

Throughout  the  department  budget  are  additional  cost  items  such  as 
"in-state  special  away-from-of f ice  allowance"  and  extra  "in-state 
meals"  which  are  the  result  of  labor-management  contractual  arrange- 
ments.  Further,  many  of  the  construction  and  maintenance  employees  were 
placed  in  the  pay  matrix  at  half-grades  and  increased  steps  for  the  1977 
biennium.   These  allowances  are  above  what  the  rest  of  the  state  em- 
ployees receive,  and  represent  a  sizable  cost  to  the  department.   For 
example,  for  the  construction  program  the  special  work  area  pay  dif- 
ferential and  special  away-from-of fice  allowances  totaled  $362,000  in 
fiscal  1976. 

The  insurance  costs  to  the  department  have  increased  dramatically. 
The  1977  biennium  cost  for  comprehensive  general  liability  is  expected 
to  be  $300,000.   The  anticipated  cost  for  this  coverage  for  the  1979 
biennium  is  $1  million,  an  increase  of  over  200  percent.   Automobile 
insurance  costs  will  also  more  than  double  during  the  next  biennium. 
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The  following  table  presents  the  financial  summary  of  the  high- 
way earmarked  revenue  account . 


Beginning  Fund  Balance 

Add:  Taxes 

Motor  Fuel  Income 

Total  Addition 

Total  Funds  Available 

Less:  Highway  Dept.  Operation 
Highway  Patrol 
Dept .  of  Revenue 
Highway  Safety/DCA 
City/County  Dist. 
Long-Range  Building 

Total  Disbursements 

Ending  Fund  Balance 


Fiscal  1978 

$21,645,494 

12,296,073 
44,041,600 

$56,337,673 

$77,983,167 

50,361,718 

3,457,792 

410,845 

615,000 

6,575,000 

75,000 

$61,495,355 

$16,487,812 


Fiscal  1979 

$16,487,812 

12,793,016 
45,564,600 

$58,357,616 

$74,845,428 

50,046,360 

3,435,657 

417,199 

615,000 

6,575,000 

75,000 

$61,164,216 

$13,681,212 


The  recommended  fiscal  1979  ending  fund  balance  provides  sufficient 
beginning  earmarked  revenues  for  the  1981  biennium  and  for  sufficient 
flexibility  during  the  1979  biennium  to  meet  unexpected  needs  or  match 
additional  unanticipated  federal  highway  monies. 

S.B.  233  (Chapter  406,  1975  session)  gave  the  Governor  authority  to 
impose  an  additional  Ik   cent  per  gallon  fuel  tax  during  the  1977  biennium 
in  case  additional  matching  funds  were  needed.   The  1977  year  ending 
balance  is  projected  to  be  approximately  $21.6  million,  clearly  pre- 
cluding the  need  to  levy  the  additional  tax.   The  ending  fund  balance 
projected  for  fiscal  1979  indicates  that  the  authority  for  the  levy 
need  not  be  continued  in  the  1979  biennium. 
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General  Operations 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended 
Fiscal        Fiscal 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


258.34 


$5,535,261 
216,532] 


258.57 


1978 


265.64 


$5,792,535   $5,851,196 
261,459  


1979 


265.14 


$6,175,153 


%  Change 
Biennium 
1977  -  79 


$5,751,793    $6,053,994   $5,851,196    $6,175,153 


$3,175,742  $3,571,304  $3,468,086  $3,524,413 

1,908,031  2,225,330  2,280,328  2,546,234 

668,020  257,360  102,782  104,506 

$5,751,793  $6,053,994  $5,851,196  $6,175,153 


1.  A  total  of  $656,142  was  made  available  through  program  transfers  and  budget 
amendments  55,  135  and  143-76.   Unexpended  balance  was  $439,610. 

2.  A  net  total  of  $261,459  has  been  made  available  through  program  transfers, 
balance  transfers  18  and  32-77,  and  budget  amendment  98-77. 


We  are  recommending  increased  expenditures  of  1.9  percent  over  the 
1977  biennium  for  this  program. 

Adjustments  are  made  in  personnel  services  costs  for  a  two  percent 
vacancy  savings,  and  extra  allowances  for  vacation  and  sick  leave  were 
eliminated.   These  funds  are  included  in  base  salaries  and  wages  as  with 
all  other  departments.   Other  small  adjustments  were  made  in  various 
operating  accounts  to  allow  for  more  modest  increases  than  requested  and 
to  correct  budgeting  errors  such  as  budgeting  twice  for  the  same  item 
(moving  expenses  in  fiscal  1979) . 


1.9 


1.9 
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Funds  are  provided  to  add  12.5  FTE  for  the  1979  biennium.   Of 
these,  2.5  FTE  are  for  summer  part  time  help  to  conduct  traffic  studies, 
and  the  other  10  FTE  are  gross  vehicle  weight  (GVW)  staff  which  were 
previously  funded  for  the  1977  biennium. 

The  department  reports  that,  due  to  reclassifications  and  workload 
increases,  these  GVW  positions  cannot  be  funded  from  the  current  level. 
A  budget  balance  transfer  (BT-32-77)  was  approved  for  fiscal  1977  to 
again  fund  these  positions.   The  department  estimates  that  an  additional 
$300,000  per  year  will  be  generated  by  the  GVW  enforcement  effort. 

We  question  the  priority  given  the  GVW  enforcement  program  within 
the  department.   We  believe  the  elimination  of  the  GVW  positions  in 
fiscal  1976  and  the  resulting  loss  of  approximately  $300,000  in  revenues 
could  have  been  precluded  somewhat  by  curtailing  other  less  important 
activities  such  as  unnecessary  travel.   Further,  the  retention  of  these 
positions  would  have  provided  revenues  to  more  than  cover  GVW  activities 
and  provide  the  necessary  enforcement.   The  legislature  may  wish  to 
line-item  $1,385,238  for  fiscal  1978  and  $1,435,486  for  fiscal  1979,  and 
84.5  FTE  positions,  to  ensure  the  effective  operation  of  the  GVW  program. 

Funds  are  provided  to  begin  paying  for  data  processing  services  in 
fiscal  1978.   It  is  anticipated  that  the  department  of  administration 
will  acquire  all  the  highway  department's  computer  equipment  and  con- 
solidate it  with  its  own  equipment  in  early  fiscal  1978. 

Funds  are  also  provided  for  increased  insurance  costs  for  the 
biennium  and  moving  expenses  in  fiscal  1979  only. 
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Construction 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

781.67 


Appropriated 

Fiscal 

1977 

829.93 


LFA  Recommended     %  Change 
Fiscal         Fiscal   Biennium 
1978  1979    .977  -  79 


839.82 


820.79 


$56,721,240  $57,292,146  $86,813,256   $81,929,054   48.0 
25,969,26s1  42,189,8892 (100.0) 

$82,690,505   $99,482,035  $86,813,256   $81,929,054    (7.4) 


$  9,888,956  $11,888,346  $11,451,903  $11,525,386  5.5 

71,680,206  87,235,758  75.087,868  70,143,353  (8.6) 

165,001  177,931      93,485  80,315  (49.3) 

$81,734,163  $99,302,035  $86,633,256  $81,749,054  (7.0) 

956,342  180,000     180,000  180,000  (68.3) 

$82,690,505  $99,482,035  $86,813,256  $81,929,054  (7.4) 


1.  A  net  total  of  $58,217,762  was  made  available  through  program  transfers  and 
budget  amendment  49-76.   Another  $2,170,000  was  added  via  the  coal  area  highway 
improvement  revenue  account.   Total  available  for  FY-76  was  $117,109,002.   The 
unexpended  balance  was  $34,418,737. 

2.  A  net  total  of  $42,189,889  has  been  added  by  program  transfers,  the  addition  of 
the  coal  area  highway  improvement  revenue,  and  budget  amendment  62-77  which  adds 
$38,321,585  and  187.43  FTE. 

We  recommend  an  expenditure  decrease  of  7.4  percent  from  the  1977 
biennium  for  this  program.   The  decrease  is  the  result  of  the  decreasing 
amounts  of  federal  highway  funds  that  will  be  available  for  the  1979 
biennium. 
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Data  provided  by  the  department  shows  that  extensive  construction 
will  take  place  through  at  least  the  1979  biennium: 


Actual  Projected 

Contract  Awards  Contract  Awards 

$42,693,807 
95,438,598 
88,538,292 

$85,000,000 
75,000,000 
73,000,000 


Payments  made  to  contractors  totalled  $68,695,520  in  fiscal  1976 
and  are  estimated  to  be  $84.1  million  for  fiscal  1977,  $72.2  million  for 
fiscal  1978  and  $67.1  million  for  fiscal  1979.   These  costs  do  not 
include  payments  for  utility  relocation,  condemnation,  acquisition  of 
right-of-way,  or  legal  fees. 

Small  adjustments  are  made  in  the  personal  services  accounts  for 
vacancy  savings  (3  percent) ,  and  additional  funds  for  vacation  and  sick 
leave  are  not  allowed  as  those  funds  are  in  the  base  salaries  and 
wages. 
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Maintenance 

Actual    Appropriated 

LFA  Recommended 

%  Change 

Fiscal       Fiscal 

Fiscal       Fiscal 

Biennium 

1976         1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


637.47 


633.53 


633.53 


633.53 


$18,491,991   $19,699,867  $20,455,575   $21,563,509   10.02 
488, 2331     692, 7262 (100.00) 

$18,980,224   $20,392,593  $20,455,575   $21,563,509    6.7 


$10,006,057  $10,436,022  $10,435,040  $10,674,014  3.3 

8,932,596  9,926,626   9,997,862  10,865,821  10.63 

25,981  23,445      15,653  16,093  (35.8) 

$18,964,634  $20,386,093  $20,448,555  $21,555,928  6.7 

15,590  6,500       7,020  7,581  (33.9) 

$18,980,224  $20,392,593  $20,455,575  $21,563,509  6.7 


1.  A  net  total  of  $612,087  was  made  available  to  this  program  through  program 
transfers  and  budget  amendment  66-76. 

2.  A  net  total  of  $692,7  26  was  made  available  by  program  transfers  and  budget 
amendments  94  and  96-77  (total  additional  $1,121,266). 


We  recommend  expenditure  increases  of  6.7  percent  for  the  1979 
biennium.   These  funds  allow  for  the  current  level  of  maintenance 
activity  for  the  next  biennium. 

Adjustments  are  made  in  personal  services  to  allow  for  a  2  percent 
vacancy  savings  factor,  and  additional  funds  for  vacation  and  sick  leave 
are  deleted.   These  funds  are  included  in  the  base  salaries  and  wages 
amounts. 
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Funds  are  provided  ($200,000  per  year)  for  contingency  purposes  for 
"catastrophies"  (i.e.  landslides  or  floods).   These  funds  would  be 
used  to  contract  for  heavy  equipment. 

Funds  are  provided  to  allow  for  a  replenishment  of  depleted  stock- 
piles of  sand  and  gravel  and  road  oil. 

A  reclassification  of  existing  roadways  is  currently  underway  which 
would  exchange  some  currently  state-owned  low  maintenance  roads  with  the 
local  subdivisions  for  currently  locally  owned  high  maintenance  roads. 
The  information  concerning  number  of  miles  of  roadway  being  reclas- 
sified, the  added  costs  to  the  state,  and  the  location  of  the  roads  has 
not  been  furnished. 

Travel  Promotions  -  Advertising 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 

FTE  10.24         9.0         9.0  9.0 

Fund  Source 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

$653,329 

$650,915 
1,188 

$652,103 

$632,268 

$634,851 

(2.8) 
(100.0) 

Total  Funds 

$653,329 

$632,268 

$634,851 

(2.9) 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$123,071 

524,990 

5,268 

$653,329 

$130,096 
522,007 

$120,957 
511,311 

$122,908 
511,943 

(3.7) 

(2.3) 

(100.0) 

Total  Expenditures 

$652,103 

$632,268 

$634,851 

(2.9) 

1.  $1,188  was  added  by  program  transfer  from  general  operations  program. 
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We  recommend  an  expenditure  decrease  of  2.9  percent  from  the  1977 
biennium  for  this  program. 

Adjustments  are  made  to  allow  for  a  2  percent  vacancy  savings,  and 
other  "general"  amounts  requested  were  deleted.   These  costs  are  included 
in  the  base  salaries  and  wages  amounts. 

The  program's  request  for  "publicity"  and  freight  and  express 
costs  are  less  than  in  fiscal  1976,  and  account  for  some  of  the  decrease 
in  this  program. 

We  question  whether  this  program  should  be  funded  from  the  highway 
earmarked  account.   Whatever  benefit  the  state  derives  from  this  program 
can  at  best  be  related  only  indirectly  to  the  highway  program.   Any  benefits 
that  are  derived  from  this  program  accrue  to  the  state  as  a  whole  and 
are  not  derived  solely  because  of  the  number  of  miles  of  highway  constructed. 

The  program  anticipates  spending  $68,000  per  year  on  "publicity", 
$234,000  per  year  on  TV  and  radio  advertising,  $15,000  per  year  on 
travel  for  nine  FTE  staff,  and  $16,500  per  year  for  registration  fees 
for  training  conferences. 
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Preconst ruction 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

305.45 


$6,620,310 
759,440] 


Appropriated 

Fiscal 

1977 

282.50 


LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 


311.83 


$6,907,410     $8,787,248 
(68,354)2 


311.83 


$8,878,350        30.6 
(100.0) 


$7,379,750       $6,839,056      $8,787,248        $8,878,350        24.2 


$3,931,464 

616,509 

73,970 

$4,621,943 
2,757,807 


$4,306,663      $4,678,741 
714,254  794,927 


12,925 


20,020 


$4,770,535   14.7 
800,598   19.9 
13,680   (61.2) 


$5,033,842   $5,493,688 
1,805,214   3,293,560 


$5,584,813   14.7 
3,293,537   44.4 


$7,379,750   $6,839,056  $8,787,248   $8,878,350   24.2 


1.  A  net  total  of  $1,719,974  was  added  by  program  transfers  and  budget  amendment 
51-76.   Only  $759,440  of  the  added  funds  were  expended. 

2.  Reductions  were  made  to  this  program  by  transfer  during  FY-77.   It  is 
anticipated  that  an  amendment  will  be  submitted  to  add  funds  to  the  program 
during  fiscal  1977. 


This  program  is  recommended  to  receive  an  expenditure  increase  of 
24.2  percent  over  the  1977  biennium.   The  program  is  responsible  for  all 
planning,  right-of-way  acquisition,  and  development  of  the  projects  for 
bids  prior  to  the  award  of  construction  contracts. 

Due  to  the  increased  construction  activity  noted  above,  the  stock- 
pile of  completed  plans  is  being  depleted.   We  realize  the  planning 
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phase  is  critical  to  an  efficient,  phased  construction  program.   How- 
ever, we  question  the  need  for  additional  FTE  and  funds  to  rebuild  the 
inventory  of  completed  plans.   This  program  had  sufficient  FTE  and  funds 
to  build  the  inventory  in  the  first  place  (under  the  previous  level  of 
construction  activity).   Unless  all  those  FTE  were  eliminated  due  to  the 
low  level  of  construction  prior  to  the  release  of  the  impounded  funds, 
we  do  not  see  a  need  for  additional  FTE  planning  staff. 

Adjustments  have  been  made  to  personal  services  to  allow  for  a  2 
percent  vacancy  savings  factor,  and  additional  funds  for  sick  leave  and 
vacation  are  eliminated.   Reductions  in  other  operating  accounts  have 
been  made  to  allow  for  more  reasonable  growth  than  requested. 

The  funds  recommended  above  allow  for  expenditures  of  $1  million 
per  year  to  acquire  non-conforming  outdoor  signs  along  the  roadways,  for 
increased  court  costs  due  to  condemnation  cases,  increased  right-of-way 
acquisition,  and  plan,  specifications  and  cost  estimate  preparation. 
The  additional  FTE  total  29.33,  and  are  made  up  of  right-of-way  agents, 
civil  engineers,  designers  and  draftsmen  and  other  technical  staff. 


24 


o 


Page  15  -  Highways 


Motor  Pool 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 


Actual 

Fiscal 

1976 

9.0 


$411,610 


$411,610 


Appropriated 

Fiscal 

1977 

9.0 


LFA  Recommended     %  Change 
Fiscal        Fiscal   Biennium 
1978         1979   1977  -  79 


9.0 


$678,960    $628,677 
(82,773)2  


$596,187    $628,677 


9.0 


$655,573   17.8 
(100.0) 

$655,573   27.4 


Personal  Services 

$  94,904 

$127,367 

$124,497 

$126,722 

13.0 

Operating  Expenses 

217,988 

241,830 

261,303 

279,580 

17.6 

Capital 

80,428 

206,990 

222,877 

229,271 

57.3 

Total  Operating  Costs 

$393,320 

$576,187 

$608,677 

$635,573 

28.3 

Non-Operating  Costs 

18,290 

20,000 

20,000 

20,000 

4.5 

Total  Expenditures 

$411,610 

$596,187 

$628,677 

$655,573 

27.4 

1.  This  program  was  given  authority  for  $656,744  in  revolving  funds  for  fiscal 
1976.   Only  $411,610  was  actually  expended. 

2.  The  revolving  fund  authority  has  been  reduced  during  fiscal  1977  by  the  department, 

We  are  recommending  an  increase  of  27.4  percent  for  the  1979 
biennium  in  revolving  funds.   Most  of  the  increase  is  in  equipment  re- 
placement costs.   This  program  expects  to  replace  25  percent  of  its 
fleet  per  year  (approximately  50  vehicles)  provided  the  fleet  is  utilized 
at  the  level  contemplated. 

Small  adjustments  were  made  for  vacancy  savings  (2  percent)  and  the 
other  operating  accounts  were  allowed  normal  inflationary  increases. 
Authority  has  been  provided  for  increased  insurance  costs. 
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FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Equipment 

Actual    Appropriated 

LFA  Recommended 

%  Change 

Fiscal       Fiscal 

Fiscal       Fiscal 

Biennium 

1976         1977 

1978         1979 

1977  -  79 

131.25 


$4,767,176 
291,238 


130.50 


130.50 


$4,983,955  $6,489,173 
203,953  


130.50 


$6,849,181   36.8 
(100.0) 


$5,058,414   $5,187,908   $6,489,173   $6,849,181   30.2 


$1,949,706   $2,147,633   $2,090,581 

2,279,034    2,345,542   2,662,348 

829,674      694,733   1,736,244 


$2,136,539  3.2 
2,932,333  21.0 
1,780,309   131.0 


$5,058,414   $5,187,908   $6,489,173   $6,849,181   30.2 


We  recommend  increasing  expenses  by  30.2  percent  during  the  1977 
biennium.   Revolving  fund  authority  would  increase  10.2  percent,  and  $1 
million  per  year  in  earmarked  funds  would  be  added  for  equipment  acquisition. 

Small  adjustments  are  made  for  vacancy  savings  (2  percent)  and 
normal  inflationary  growth  is  allowed  in  the  various  operating  accounts. 
Increased  insurance  costs  account  for  a  large  portion  of  the  increased 
operating  costs,  and  the  addition  of  $1  million  per  year  for  equipment 
acquisition  accounts  for  most  of  the  overall  increase. 
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DEPARTMENT  OF  FISH  AND  GAME 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  454.29    $1,065,810    $23,191,906   $24,257,716 

LFA  Recommendation  453.89       906,617     19,240,455    20,147,072 

Executive  over  (under)  LFA  A_  $159,193     $3,951,451    $4,110,644 

The  difference  between  the  executive  and  legislative  recommendations 
is  primarily  the  result  of  budget  analysis  conducted  in  different 
manners.   The  legislative  recommendation  was  developed  by  the  appli- 
cation of  the  existing  pay  plan  and  standard  inflation  factors  to  the 
actual  expenditures  of  fiscal  1976. 

We  believe  the  current  level  packages  in  the  priority  budget  are 
unduly  inflated,  and  we  were  unable  to  obtain  substantiating  documen- 
tation. 

The  executive  recommendation  is  primarily  the  result  of  selecting 
alternative  operation  packages  with  some  fund  adjustments  in  the  re- 
creation program. 
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DEPARTMENT  OF  FISH  AND  GAME 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

455.32 


457.62 


453.89 


453.89 


$   491,141  $   487,917   $  448,648   $   457,969 

9,823,046   10,379,800   9,521,319    9,719,138 

508,818    1,099,909  


(7.4) 
(4.8) 


$10,823,005   $11,967,626  $9,969,967   $10,177,107   (11.6) 
1,352,856 


$6,143,028  $  6,830,932  $6,581,884   $  6,772,543    2.9 
2,829,982    3,286,998   3,084,680    3,100,000    1.1 
252,271    1,199,564     239,803      240,964   (66.9) 


$9,225,281  $11,317,494  $9,906,367   $10,113,507    (2.5) 
244,868      650,132      63,600       63,600   (85.8) 

$9,470,149  $11,967,626  $9,969,967   $10,177,107    (6.0) 


Summary 

The  recommended  budget  for  the  1978-79  biennium  is  six  percent  less 
than  the  sum  of  the  expenditures  in  fiscal  1976  and  the  anticipated 
expenditures  in  fiscal  1977. 

The  overall  decrease  in  full  time  equivalent  positions  is  the 
result  of  an  increased  number  of  positions  due  to  budget  amendments 
in  fiscal  1976  and  1977. 
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Zero-Base  Budget 

The  fish  and  game  department  submitted  its  budget  request  as  a 
pilot  agency  as  required  by  H.B.  643  of  the  1975  legislature.   H.B.  643 
established  a  zero-base  budgeting  system.   This  system  requires  sub- 
mission of  a  budget  based  on  alternative  spending  levels  yielding 
different  levels  of  service.   Pilot  agencies  must  outline  three  al- 
ternative appropriation  levels,  workload  and  effectiveness  measures  for 
each  level  and  set  departmental  priorities.   The  department's  priority 
budget  figures  for  the  current  level  were  much  inflated  over  what  the 
current  level  ought  to  be.   Final  budget  recommendations  had  to  be 
developed  from  fiscal  1976  expenditure  reports  not  aligned  with  the 
department's  alternative  appropriation  levels. 

The  department  in  developing  its  budget  along  program  lines, 
consolidated  its  present  seven  programs  into  four  functional  areas: 
wildlife,  fish,  parks  and  administration.   The  present  planning,  en- 
forcement and  information  programs  were  consolidated  on  the  basis  of  a 
workload  pro-ration  into  the  new,  more  logical  program  structure. 

The  present  departmental  structure  allows  each  program  to  operate 
as  a  separate  entity  with  inadequate  inter-program  coordination.   This 
uncoordinated  program  structure  contributes  to  a  great  deal  of  inef- 
ficiency in  the  use  of  field  personnel. 

Chain  of  Command  Confusion 

During  the  executive  reorganization  effort,  the  legislature  pro- 
vided (Sections  82A-2003,  82A-107)  that  the  director  of  the  department 
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of  fish  and  game  shall  be  appointed  by  the  Governor,  but  shall  not  have 
the  authority  to  supervise,  direct,  account  for,  organize,  plan,  ad- 
minister or  execute  the  functions  of  the  department  nor  to  establish 
policy  to  be  followed  by  department  employees.   Section  26-104  and 
26-105  provide  that  the  commission  has  authority  over  the  department's 
appropriation  and  is  the  final  authority  in  hiring  and  firing  of  per- 
sonnel . 

We  feel  that  such  an  arrangement  hinders  proper  administration  and 
encourages  disjointed  program  management.   The  legislature  may  wish  to 
evaluate  the  present  system  and  either  give  the  director  the  same 
authority  given  other  department  heads  or  retain  the  commission's 
management  authority  and  eliminate  the  administration  program.   If  the 
administration  program  is  eliminated  the  three  division  administrators 
would  be  directly  responsible  to  the  commission.   The  department  of 
livestock  is  organized  in  this  manner.   An  alternative  would  be  similar 
to  the  department  of  institutions  where  the  board  is  advisory  to  the 
director. 

Fee  Increase 


The  1975  legislature  approved  an  increase  in  fishing  and  hunting 
license  fees.   The  result  of  the  change  has  been  a  significant  decrease 
in  the  number  of  non-resident  hunting  license  sales  and  a  projected 
decline  in  total  revenue  from  hunting  and  fishing  licenses.   The  depart- 
ment projects  the  total  earmarked  revenue  to  be  $7.35  million  in  fiscal 


ZYJ 


Page  5  -  Fish  and  Game 

1978  and  $7.4  million  in  fiscal  1979.   Ninety-six  percent  of  the  ear- 
marked revenue  is  from  hunting  and  fishing  license  fees.   A  conservative 
revenue  projection  based  on  a  trend  of  previous  years'  experience 
indicates  that  collections  would  have  been  higher  if  the  new  license  fee 
structure  had  not  been  adopted.   The  new  license  fees  will  cost  the  fish 
and  game  department  approximately  $1,840,000  over  the  biennium  in  lost 
revenue. 

The  following  table  compares  the  license  revenue  projected  for  the 
new  schedule  with  the  previous  fee  schedule.  The  last  figures  indicate 
the  revenue  shortfall  attributable  to  the  license  increase. 


Projected  Fish  and  Game  Earmarked  Revenue 
(Account  #02131) 

Ac  tual      Pro  j  ection 

FY-76       FY-77       FY--78       FY-79 

New  License  Fee  Structure     $8,497,302  $7,047,000  $7,630,000  $7,680,000 
Old  License  Fee  Structure      8,497,302  7,840,000   8,330,000   8,820,000 

Net  Revenue  Loss  ($793,000)   ($700,000) ($1,140,000) 


A  major  reason  for  the  shortfall  was  the  decline  in  the  number  of 
non-residents  purchasing  Montana  hunting  licenses. 

The  September  license  report  indicated  12,290  of  the  $225  non- 
resident hunting  licenses  had  been  issued  generating  $2.7  million.   In 
the  1975  hunting  season  25,584  of  the  $151  non-resident  hunting  licenses 
were  sold  which  generated  $3.87  million.   The  license  fee  increase 
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turned  away  more  than  13,000  potential  purchases  and  reduced  revenue 
more  than  $1  million. 

The  legislature  may  wish  to  lower  the  fees  to  raise  revenue. 

The  earmarked  revenue  account  had  a  balance  of  $4.5  million  on 
June  30,  1976.   The  account  balance  has  grown  from  $1.5  million  at  the 
end  of  fiscal  1972  to  $4.5  million  at  the  end  of  fiscal  1976. 

The  department  should  be  able  to  utilize  this  balance  as  it  is 
needed  to  carry  on  at  the  current  operating  level  through  the  coming 
biennium. 

Department  financial  statements  indicate  that  the  $4.5  million 
balance  is  an  overstatement  of  the  actual  fund  balance.   More  than  $2.3 
million  of  the  balance  is  reserved  as  a  contingent  liability  of  the 
wardens'  retirement  fund.   This  contingency  is  reportedly  because  the 
wardens'  retirement  fund  is  not  actuarily  sound. 

The  wardens  and  the  state  each  contribute  seven  percent  of  the 
gross  salary  to  the  wardens'  retirement  fund.   These  contributions  are 
not  enough  to  maintain  the  fund  at  a  proper  level  to  finance  the  benefits 
to  be  paid.   To  rectify  the  situation,  one  of  three  alternative  con- 
tribution schedules  could  be  adopted. 

1.  The  state  could  raise  its  contribution  from  seven  to  19.47 
percent  and  leave  the  warden  contribution  at  seven  percent. 

2.  The  state  contribution  could  increase  to  15.07  percent  and  the 
warden  contribution  also  be  raised  to  11.40  percent. 
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3.    Both  the  wardens'  and  the  state  share  equally  in  the  increase 
raising  matching  contributions  from  seven  to  13.235  percent. 

Some  adjustment  should  be  enacted  before  the  retirement  fund  be- 
comes a  more  serious  problem. 

The  department  should  consider  whether  its  personnel  could  be 
utilized  in  a  more  efficient  manner.   The  practice  of  specialization  of 
duties  has  contributed  to  high  costs  and  questionable  impact  upon  the 
fish  and  wildlife  resource.   The  game  biologists,  fish  biologists  and 
enforcement  officers  appear  to  work  only  in  their  area  of  specialization 
and  do  very  little  to  help  others  in  the  department  even  when  it  is 
convenient  and  cost  effective  to  do  so. 

Very  often  game  wardens  and  the  biologists  traverse  the  same  area 
evaluating  different  aspects  of  the  resource.   It  would  be  much  more 
efficient  for  a  department  employee  to  gather  the  necessary  biological 
information  for  both  fish  and  wildlife  in  addition  to  performing  routine 
enforcement  duties. 

Several  western  states  utilize  their  game  and  wildlife  personnel  as 
conservation  officers  that  carry  out  many  functions  rather  than  specialize. 

An  additional  savings  can  also  be  realized  by  the  conservation 
officer  approach.   The  regional  game  managers,  fish  managers,  infor- 
mation officers,  and  warden  captains  could  all  be  given  full  time  field 
responsibilities.   Such  realignment  of  duties  would  put  at  least  twenty- 
eight  more  conservation  officers  into  the  field. 

If  the  department  is  reorganized  to  include  wildlife,  fish  and 
recreation  programs  as  indicated  in  the  priority  budget,  the  regional 
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coordinator  could  be  delegated  the  responsibility  of  managing  all 
activities  in  his  region  with  direction  from  the  fish,  wildlife,  and 
recreation  administrators. 

Another  area  of  concern  about  the  department  is  the  placement  and 
utilization  of  the  planning  program.   The  planners  are  all  located  in 
Bozeman.   This  dislocation  from  the  central  management  area  creates  a 
communication  problem  that  would  be  easily  rectified  if  the  planning 
personnel  were  in  day  to  day  contact  with  those  persons  responsible  for 
the  resource  management.   Personnel  savings  could  possibly  be  gained  by 
consolidation  into  the  central  office. 

Wildlife  Program 

The  recommended  level  of  operation  for  the  wildlife  program  is 
basically  a  continuation  of  present  programming.   Reductions  are  re- 
commended in  planning  and  grants. 

The  department  requests  expansion  in  habitat  acquisition  for  game 
wintering  ranges.   Staff  to  administer  additional  ranges  could  be 
available  through  more  efficient  use  of  personnel  as  conservation 
officials.   The  department  request  includes  $1,104,000  in  fiscal  1978 
and  $835,000  in  fiscal  1979  for  the  acquisition  of  game  winter  range. 
This  money  was  not  included  in  our  recommendation  as  it  should  be  properly 
reviewed  in  the  long  range  building  appropriation  as  in  the  past.   The 
department  requests  the  inclusion  of  property  acquisition  money  in  the 
operation  budget.   We  believe  better  control  of  the  money  and  the  pur- 
chases can  be  obtained  by  utilizing  professional  architecture  and 
engineering  expertise  of  the  architecture  and  engineering  division. 
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The  recommended  appropriation  includes  $63,600  for  grants  to  other 
state  agencies  such  as  the  livestock  department  for  coyote  control. 
Presently  the  department  contributes  to  the  salary  of  two  university 
personnel  to  act  as  extension  speakers  concerning  wildlife.   The  impact 
of  these  speakers  is  uncertain  according  to  the  budget  and  therefore 
are  not  included  in  our  recommendation. 

Public  information  should  be  one  of  the  duties  of  conservation 
officers. 

Fish  Program 

The  fish  program  recommended  is  the  current  level  of  operation 
enhanced  by  the  utilization  of  conservation  officers. 

In  both  the  fish  and  wildlife  programs  nearly  all  of  the  expanded 
requests  could  be  obtained  by  more  efficient  use  of  personnel  in  the 
conservation  officer  role. 

Parks  and  Recreation  Program 

A  reduced  park  operation  program  is  recommended.   The  current  level 
request  amounted  to  $1,200,396  in  fiscal  1978  and  $1,280,360  in  fiscal 
1979. 

A  lower  level  expenditure  is  recommended  because  the  current  level 
appears  to  be  unjustifiably  inflated.   The  fiscal  1976  expenditures  were 
$1,175,000  for  the  entire  park  program. 

The  historical  grant  administration  program  is  also  recommended  at 
a  reduced  level.   It  is  our  belief  that  this  function  could  logically  be 
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transferred  to  the  historical  society  where  the  required  historical  and 
architectual  expertise  is  already  available  and  the  program  could  be 
managed  in  a  more  efficient  and  less  costly  manner. 

The  park  program  total  budget  for  the  current  level  of  operation 
requested  $1,732,023  in  fiscal  1978  and  $1,886,454  in  fiscal  1979  of 
general  fund  money.   The  total  general  fund  appropriation  for  the  fiscal 
1976-77  biennium  was  $979,058. 

The  administration  program  is  recommended  at  the  current  level,  it 
includes  the  director's  office  and  expenses  of  the  fish  and  game  com- 
mission. 
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DEPARTMENT  OF  STATE  LANDS 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

50.62 

$2,172,076 

$838,643 

$3,010,719 

52.62 

2,070,713 

847,503 

2,918,216 

(2.0) 

$101,363 

$(8,860) 

$92,503 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  primary  difference  between  the  legislative  and  executive  re- 
commendations is  the  application  of  different  inflation  factors  for 
operating  expenses  and  recommendations  for  additional  positions. 

Our  recommendation  includes  an  additional  secretary  in  fiscal  1979 
only  to  help  process  land  lease  renewals  and  two  additional  land  re- 
clamation supervisors. 

The  need  for  an  additional  accountant  can  be  met  by  the  department 
reclassifying  a  present  accounting  technician  position  to  a  professional 
accountant  level. 

The  executive  recommends  establishing  an  additional  accountant 
position. 
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DEPARTMENT  OF  STATE  LANDS 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 
Other  Funds-F&P  Grant 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

61.62 


$1,220,615 

346,344 

161,069 

48,984 


$637,922 

268,740 

83,376 

$990,038 
472,961 


62.62 


51.62 


$1,289,116  $1,022,207 
345,439  423,842 
457,578 


52.62 


$1,048,506   (17.5) 
423,661   22.5 


$1,777,012   $2,092,133   $1,446,049   $1,472,167   (24.6) 

84,251 
229,762 


$  849,364 
634,179 
237,730 

$1,721,273 
370,860 


$  719,415 
313,904 
237,730 

$1,271,049 
175,000 


742,577  (1.7) 
316,860  (30.1) 
237,730   48.1 


$1,297,167    (5.3) 
175,000   (58.5) 


$1,462,999   $2,092,133   $1,446,049   $1,472,167   (17.9) 


Summary 

The  land  department's  total  budget  request  for  the  FY-78-79  biennium 
was  8.2  percent  smaller  than  the  sum  of  the  FY-76  expenditures,  FY-77 
appropriation  and  approved  budget  amendments.   Included  in  the  depart- 
ment's request  for  program  expansions  were  funds  totaling  $451,646.   The 
modified  budget  requests  included  eight  new  positions. 

The  recommended  appropriation  for  the  land  department  is  24.6  percent 
smaller  than  the  total  FY-76-77  biennium  appropriation  plus  budget 
amendments  and  a  private  grant. 
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The  reason  for  the  decrease  is  that  expenditure  authority  for  the 
1976-77  biennium  is  inflated  by  $618,647  from  budget  amendments,  $48,984 
passed  through  as  a  grant  to  a  consultant  and  $456,563  one-time  ap- 
propriation for  a  saline-alkali  study. 

The  large  expenditures  approved  through  the  budget  amendment  pro- 
cess are  primarily  due  to  the  responsibility  of  the  department  to  pro- 
vide environmental  impact  statements  on  anticipated  major  projects. 
Businesses  planning  projects  must  pay  the  department's  expenses  for 
researching  and  writing  the  statements.   The  department  cannot  antici- 
pate these  requests  and  therefore  relies  on  budget  amendments  for  ex- 
penditure approval. 

The  recommended  1978-79  biennial  appropriation  is  6  percent  larger 
than  the  appropriation  for  the  previous  biennium  less  the  saline  study 
appropriation. 
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Central  Management  Program 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Biennium 

1976 
15.0 

1977 

1978 
15.0 

1979 
16.0 

1977  -  79 

FTE 

15.0 

Budget  Amendment  FTE 

8.5 

9.5 

Fund  Source 

General  Fund  $474,830 

FPGCA-Pass  Thru  48,984 

Other  Funds-Budget  Amended  83,195 

Total  Funds  $607,009 

Reversion-General  Fund  21,578 

Reversion-Other  47,647 

Expenditures  By  Object 

Personal  Services  $224,100 

Operating  Expenses  89,028 

Capital  1,422 

Total  Operating  Costs  $314,550 

Non-Operating  Costs  223,234 

Total  Expenditures  $537,784 


$493,149    $485,195 
454,756    _____ 


$335,788 
437,117 


$772,905 
175,000 


$501,967    2.0 


$947,905    $485,195    $501,967   (36.5) 


$220,068 
90,127 


$310,195 
175,000 


$232,066   (19.2) 
94,901   (64.8) 


$326,967   (41.4) 
175,000   (12.1) 


$947,905    $485,195    $501,967   (33.6) 


The  recommended  1978-79  biennial  appropriation  for  central  manage- 
ment is  two  percent  larger  than  the  appropriation  for  the  previous 
biennium.   The  general  fund  appropriation  is  at  least  four  percent 
greater  than  the  sum  of  general  fund  money  spent  in  fiscal  1976  and  the 
fiscal  1977  appropriation.   The  central  management  program  reverted 
$21,578  of  general  fund  money  in  fiscal  1976. 

The  reasons  for  the  large  decreases  in  total  spending  authority  are 
budget  amendments  and  the  pass  through  of  a  large  grant. 
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Budget  amendments  increased  spending  authority  $537,951  through 
fiscal  1976  and  part  of  fiscal  1977.   Another  $48,197  was  spent  by  the 
department  as  a  grant  to  an  organization  to  provide  an  environmental 
impact  analysis.   The  department  accounted  for  the  money  through  the 
federal  and  private  grant  clearance  account  which  needs  no  budget 
amendment . 

The  program's  budget  modification  requested  three  additional 
positions,  one  of  which  was  an  accountant.   The  basis  for  the  request 
was  to  monitor  land  department  investments  and  income.   A  recent  audit 
of  the  investment  division  revealed  that  land  interest  and  income  was 
not  being  allocated  in  a  timely  manner  and  to  the  proper  accounts. 
If  this  situation  is  not  improved,  the  consequences  could  be  serious 
errors  relating  to  the  school  foundation  program  and  the  education  trust 
fund. 

The  review  of  this  problem  revealed  that  the  increased  workload 
monitoring  investments  might  not  be  sufficient  to  warrant  a  full-time 
position  but  required  expertise  greater  than  that  of  the  accounting 
technicians  now  employed. 

The  department  has  agreed  to  replace  one  accounting  technician  with 
an  accountant  II.   The  accountant  will  be  responsible  for  the  proper 
disbursement  of  land  income  and  other  day  to  day  accounting  respon- 
sibilities.  The  recommended  appropriation  contains  $1,790  in  fiscal 
1978  and  $1,837  in  fiscal  1979  to  establish  the  new  and  higher  grade 
position  but  does  not  add  an  additional  position. 
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The  land  department  has  the  responsibility  to  negotiate  state  land 
leases  every  ten  years.   The  workload  related  to  the  leases  increases 
substantially  in  late  years  of  a  decade  due  to  the  fact  that  the  leases 
do  not  expire  evenly  through  the  period.   Lease  renewals  will  increase 
from  202  in  calendar  1978  to  1,474  in  calendar  1979.   The  bulk  of  the 
work  will  be  accomplished  prior  to  February  1979. 

The  department  requested  an  additional  clerk-typist  III  in  fiscal 
1979  to  help  process  the  large  number  of  documents  and  correspondence 
related  to  lease  renewals.   The  recommended  appropriation  includes 
sufficient  money  to  pay  and  equip  an  additional  clerk  typist. 

Other  significant  increases  in  supplies  and  data  processing  were 
allowed  on  the  basis  of  the  increased  workloads  relative  to  the  leases. 

An  additional  $4,205  in  fiscal  1978  and  $6,175  in  fiscal  1979  was 
added  to  the  central  management  program  for  increased  insurance  expense 
for  the  department.   Each  program  requested  a  separate  modification  to 
include  a  pro-rated  insurance  increase.   We  felt  it  easier  to  include 
the  total  addition  in  the  central  management  program. 
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Reclamation  Program 


Actual 

Appropriai 

ted 

LFA  Ri 

Fiscal 

Fiscal 

Fiscal 

1976 

19.0 

1977 

1978 

FTE 

19.0 

21.0 

Budget  Amendment  FTE 

1.0 

1.0 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


$350,779     $379,092 
All  Funds  Available 
77,874        2,822 


$428,653 

25,425 
71,925 


$230,233 
101,070 

$331,303 


$381,914 


$285,999 
95,915 


$299,543 
84,907 


mded  %  Change 

Fiscal  Fiennium 

1979  1)77  -  79 

21.0 


$359,450    $365,879    (.1) 
25,000      25,750 


$384,450    $391,629    (4.3) 


$306,292   17.4 
85,337   (13.6) 


$381,914    $384,450    $391,629    8.8 


The  recommended  budget  for  the  1978-79  biennium  is  at  least  8.8 
percent  larger  than  that  of  the  previous  biennium.   Operating  expenses 
in  fiscal  1976  are  inflated  due  to  the  return  of  a  reclamation  bond  and 
vehicle  acquisition. 

The  department  requested  budget  modifications  totaling  $40,747  in 
fiscal  1978  and  $67,067  in  fiscal  1979.   The  modifications  included  four 
additional  positions. 

The  recommended  appropriation  includes  the  two  open  cut  mine  in- 
spectors requested.   An  additional  inspector  and  secretary  were  not 
included. 

The  inspectors  and  related  expenses  were  included  on  the  basis  of 
workload  increases. 
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The  department  must  inspect  an  additional  40  to  60  open  cut  mines 
each  year  in  addition  to  follow-up  inspections  on  sites  currently  being 
mined  and  those  being  reclaimed. 

It  is  our  recommendation  that  the  new  positions  be  financed  from 
the  land  reclamation  earmarked  revenue  which  may  be  used  to  finance 
program  operations.   The  account  had  a  balance  of  $39,852  July  1,  1976. 
Projected  revenues  and  the  balance  are  sufficient  to  offset  the  ad- 
ditional expense. 

Vacancy  savings  were  not  reduced  from  the  requested  appropriation 

in  spite  of  nearly  a  10%  rate  to  allow  the  department  to  fully  staff  and 

rectify  the  problems  they  feel  can  only  be  solved  by  the  other  two 

positions. 

Land  Administration  Program 

LFA  Recommended    %  Change 

Fiscal      Fiscal   Biennium 

1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

9.62 

$174,237 
36,405 


$  99,048 
38,784 


9.62 


1978 


9.62 


9.62 


$181,081    $177,562    $180,660 


$121,255 
59,826 


$122,197 
55,365 


$124,893 
55,767 


12.2 
12.7 


$137,832     $181,081    $177,562    $180,660   12.3 
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The  recommended  1979  biennium  appropriation  for  the  land  admin- 
istration program  is  only  one  percent  greater  than  the  appropriation  for 
the  1977  biennium.   The  increase  represents  at  least  12.3  percent 
greater  expenditure  level  than  the  sum  of  fiscal  1976  expenditures  and 
the  fiscal  1977  appropriation.   Twenty-one  percent  of  the  fiscal  1976 
appropriation  was  reverted. 

Personal  services  were  not  reduced  for  vacancy  savings  although  the 
rate  was  15  percent.   A  vacancy  savings  reduction  would  have  an  adverse 
impact  due  to  the  small  staff  size  and  the  fact  that  an  extended  illness 
generated  much  of  the  savings.   Personal  services  were  projected  on  the 
basis  of  the  present  pay  plan  and  the  actual  benefit  rate  adjusted  for 
changes  in  public  employees  retirement. 

Modified  budget  requests  represent  an  expenditure  increase  of 
$41,527  in  fiscal  1978  and  $52,784  in  fiscal  1979.  One  additional 
position  was  requested. 

The  modifications  requested  an  additional  $4,000  in  fiscal  1978  and 
$5,000  in  fiscal  1979  for  contracting  appraisers  for  land  sale  and  right 
of  way  appraisals.   The  request  is  not  recommended  primarily  because  the 
large  reversion  in  fiscal  1976  leads  one  to  suspect  that  enough  cushion 
presently  exists  in  the  budget  to  cover  unforseen  situations.   Nothing 
was  spent  for  appraisals  in  fiscal  1976.   In  addition,  more  than  $1,000 
was  added  to  the  contracted  service  budget  over  the  fiscal  1976  ex- 
perience, nearly  a  60  percent  increase  each  year. 
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The  major  modification  was  to  implement  a  "natural  areas"  program. 
The  request  represented  an  additional  position  and  $82,790  over  the 
biennium.   This  request  is  not  recommended  because  the  present  natural 
areas  program  has  stalled  as  a  result  of  an  adverse  opinion  from  the 
attorney  general. 

The  ruling  states  that  school  trust  land  cannot  be  set  aside  for  a 
natural  area  unless  the  state  receives  monetary  compensation  for  the 
full  appraisal  value  of  the  land.   Because  funds  are  not  available  to 
purchase  the  land  to  set  aside  as  a  natural  area  the  program  has  come  to 
a  standstill. 

The  legislature  must  decide  whether  it  desires  to  appropriate  money 
to  purchase  the  land  or  change  the  statute  prohibiting  transfer  of  state 
land  without  compensation.   Once  the  legislature  acts  to  allow  a  transfer, 
it  would  be  proper  to  consider  the  natural  areas  modification. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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Resource  Development  Program 

LFA  Recommended    %  Change 
Fiscal      Fiscal   biennium 
1978        1979    977  -  79 

FTE  6.0  6.0         6.0         6.0 

Fund  Source 

Other  Funds-Appropriated     $346,344     $345,439    $398,842    $397,911   15.2 

Reversion-Other  167,117 

Expenditures  By  Object 

Personal  Services  $  68,205     $  75,693    $  77,607    $  79,326    9.1 

Operating  Expenses  29,068       32,016      83,505      80,855   169.1 

Capital  81,954      237,730     237,730     237,730   48.7 

Total  Expenditures  $179,227     $345,439    $398,842    $397,911   51.9 

The  recommended  1979  biennial  appropriation  for  the  resource 
development  program  is  15.2  percent   greater  than  the  program's  ap- 
propriation for  the  1977  biennium.   However,  the  expenditures  recom- 
mended are  52  percent  greater  than  what  can  be  spent  in  the  1977  biennium. 
The  reason  for  the  large  expenditure  increase  is  that  the  program  re- 
verted $167,117  of  its  fiscal  1976  appropriation.   The  reversion  was  48 
percent  of  the  appropriation.   The  unexpended  portion  of  the  capital 
outlay  budget  reverted. 

A  large  share  of  the  program  appropriation  is  budgeted  for  capital 
projects  such  as  irrigation,  leveling,  and  fencing  of  state  school  trust 
land.   Only  a  small  number  of  projects  were  finalized  in  fiscal  1976. 

There  are  several  projects  in  the  final  stages  of  approval  which 
are  projected  to  cost  more  than  $200,000  in  fiscal  1977. 
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The  department  estimates  that  it  will  spend  $237,730  in  capital 
outlay  each  year  of  the  coming  biennium.   This  estimate  is  based  on  the 
assumption  that  each  year  two  or  three  major  projects  will  be  financed 
ranging  from  $50,000  to  $60,000  in  addition  to  several  smaller  projects. 
The  majority  of  the  large  expenditures  deal  with  irrigation  system 
installation.   In  the  program  the  state  installs  all  permanent  irriga- 
tion fixtures,  such  as  wells,  underground  pipe  and  canals.   The  lessee 
must  provide  the  movable  equipment  on  all  projects. 

In  all  cases  where  improvements  are  made,  lease  payments  are 
adjusted  to  return  the  state's  investment  in  ten  years.   However,  in 
most  cases  the  increased  production  due  to  irrigation  allows  the  state 
to  offset  its  investment  in  three  to  six  years  due  to  the  25  percent  crop 
share  provision  of  the  leases. 

A  modified  budget  request  for  $60,000  each  year  of  the  biennium  is 
recommended.   The  request  is  to  contract  core  drilling  on  every  tract  of 
state  land  with  coal  mining  potential.   This  is  a  one-time  expense  of 
$120,000  over  the  biennium,  which  should  prove  to  be  cost  effective.   In 
the  past,  several  tracts  of  land  were  leased  at  nominal  rates  and  the 
lessee's  have  been  able  to  yield  millions  from  coal  development. 

The  core  drilling  should  allow  the  department  to  better  evaluate 
the  market  value  of  coal  reserves  on  any  state  land  and  set  proper  lease 
payments  and  insure  a  fair  return  to  the  state. 
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DEPARTMENT  OF  LIVESTOCK 

Fiscal 

1979     Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  134.29     $810,493      $4,630,262    $5,440,755 

LFA  Recommendation  131.29      819,523       4,011,5SO    4,831,103 

Executive  over  (under)  LFA  3.00      $(9,030)       $618,682     $609,652 

That  the  executive  recommendation  is  greater  than  ours  is  due  to 
the  addition  of  three  more  positions  and  the  application  of  more  liberal 
inflation  factors.   The  executive  recommends  $52,000  more  over  the 
biennium  in  the  central  service  operating  expenses  due  to  the  addition 
of  $24,000  for  janitorial  expense  and  utilities  in  fiscal  1979  and  the 
application  of  more  liberal  inflation  factors  to  other  items.   The 
executive  recommendation  for  an  assistant  administrator  and  another 
secretary  in  the  animal  health  administration  program  added  $108,000 
in  personal  services  over  the  biennium.   Our  recommendation  for 
operating  expenses  in  the  disease  control  program  is  $117,191  less  than 
the  executive  primarily  resulting  from  the  application  of  more  modest 
inflation  rates. 

Milk  and  egg  program  inflation  factor  differences  total  $28,658 
in  operating  expenses. 

The  addition  of  five  inspectors  in  the  inspection  and  control 
program  by  the  executive  added  $125,000  in  personal  services  and 
$114,586  in  operating  expenses  more  than  the  legislative  staff  recom- 
mendation. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

DEPARTMENT  OF  LIVESTOCK 

LFA  Recommended    %  Change 

Fiscal  Fiscal   Biennium 

1978  1979   1977  -  79 

FTE                        127.29       127.29      131.29  131.29 

Fund  Source 

General  Fund               $  386,309   $  414,943   $  405,273  $  414,250   2.3 

Other  Funds-Appropriated     1,841,505    1,944,448   2,001,513  2,010,067   6.0 

Other  Funds-Budget  Amended     169,382      128,233  


Total  Funds  $2,397,196   $2,487,624   $2,406,786  $2,424,317   (1.1) 

Reversion-General  Fund  46,262 

Reversion-Other  148,315 

Expenditures  By  Object 

Personal  Services  $1,595,790   $1,729,429  $1,804,295   $1,852,826   10.0 

Operating  Expenses  577,478      758,195     602,491     571,491  (12.1) 

Total  Operation  Costs     $2,173,268   $2,487,624   $2,406,786   $2,424,317    3.7 
Non-Operating  Costs  29,350 

Total  Expenditures         $2,202,618   $2,487,624   $2,406,786   $2,424,317   3.0 

Summary 

The  recommended  expenditures  for  the  fiscal  1978-79  biennium  re- 
flect at  least  a  three  percent  increase  over  the  sum  of  fiscal  1976 
actual  expenditures  and  those  projected  for  fiscal  1977.   If  the  de- 
partment reverts  eight  percent  of  the  funds  available  in  fiscal  1977  as 
it  did  in  fiscal  1976  the  recommended  expenditures  would  be  nearly  eight 
percent  greater  than  the  experience  of  the  previous  biennium. 

The  recommended  budget  includes  11  new  authorized  positions.   The 
FTE  count  above  does  not  reflect  the  full  increase  because  seven  of  the 
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127.29  FTE  reported  in  fiscal  1976  and  1977  were  generated  by  budget 
amendment.   Only  one  of  the  recommended  positions  continues  a  position 
approved  by  a  previous  budget  amendment.   Six  of  the  recommended  positic.is 
are  to  replace  contracted  service  expenses  in  the  current  budget.   This 
switch  of  expenditure  categories  explains  much  of  the  twelve  percent 
decrease  in  the  department's  operating  expenses. 

Personal  services  for  all  programs  were  developed  from  the  current 
pay  plan.   Benefit  rates  experienced  in  fiscal  1976  were  adjusted  for 
scheduled  increases  in  public  employee  retirement  contributions  in 
fiscal  1978  and  1979.   Expense  catagories  not  reflecting  a  change  in 
operations  are  adjusted  for  inflation  by  the  application  of  standard 
inflation  rates  to  the  fiscal  1976  expenditures. 
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Central  Services 


FTE 

Fund  Source 

General  Fund 

G.F.  Transferred  In 

G.F.  Transferred  Out 

Other  Funds-Appropriated 

Other-Transferred  Out 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

$  12,021 

6,118 

(6,716) 

134,036 

(33,249) 

40,000 

$152,210 

2,048 
23,987 


$  88,978 
37,197 

$126,175 


10 


LFA  Recommended 
Fiscal      Fiscal 
1978        1979 


%  Change 
Biennium 
1977  -  79 


10 


10 


$  13,141    $  26,373    $  27,800   115.3 


143,434     142,339     150,844    5.7 


$156,575    $168,712    $178,644   12.5 


$127,389    $125,893    $128,425   17.5 
29,186      42,819      50,219   40.2 

$156,575    $168,712    $178,644   22.8 


The  appropriation  recommended  for  the  centralized  service  program 
is  twelve  percent  greater  than  the  appropriation  and  budget  amendments 
for  the  previous  biennium.   The  real  increase  is  better  reflected  by  the 
twenty-two  percent  increase  in  expenditures.   The  difference  is  due  to 
transferring  funds  for  added  travel  costs  from  central  services  to  other 
programs,  a  shift  of  personnel  from  other  programs  to  central  services 
and  the  addition  of  swine  check  off  fees.   Also  the  fiscal 
1976  expenditure  authority  was  $26,035  greater  than  what  was  needed  to 
operate  the  program. 
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To  meet  the  central  support  needs  of  the  other  programs  the  de- 
partment transferred  one  full  time  and  four  part  time  positions  to  the 
central  office.   The  corresponding  positions  were  reduced  from  the  other 
programs  thereby  no  increase  in  total  FTE's  occurred. 

The  central  service  operating  expense  increase  partly  results  from 
managing  the  swine  check  off  fees.   The  $40,000  budget  amendment  in 
fiscal  1976  was  for  authority  to  spend  these  fees  for  pork  research  and 
promotion.   The  recommended  appropriation  contains  $22,200  in  fiscal 
1978  and  $24,200  in  fiscal  1979  to  spend  anticipated  fees  for  swine 
promotion.   The  1975  legislature  established  the  Pork  Research  and 
Marketing  Committee,  provided  for  the  ten  cent  per  head  check  off  fees 
and  directed  its  disposition. 

Should  Central  Services  Be  Funded  From  General  Fund  Only? 

The  department  requested  that  the  entire  central  services  program 
be  financed  from  the  general  fund.   In  the  past  only  8  percent  of  this 
appropriation  was  general  fund.   The  rationale  given  for  the  request  was 
that  all  of  the  central  service  expenses  were  the  result  of  general 
state  government  requirements.   Analysis  of  this  program  revealed  that 
nearly  all  of  the  effort  of  the  central  office  was  directly  field 
program  support  whether  due  to  budgeting,  payroll,  personnel,  legal  or 
public  relations.   It  is  also  evident  that  if  central  services  were  non 
existant,  considerable  additional  work  loads  would  fall  on  existing 
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staff  in  the  other  programs  which  would  curtail  some  of  the  present 
field  effort  or  require  additional  people. 

Our  recommendation  is  that  both  earmarked  revenues  and  general  fund 
be  used  to  support  the  central  service  program.   The  share  of  each 
source  of  funds  was  determined  to  be  in  proportion  to  that  revenue 
source's  contribution  to  the  remaining  programs.   The  general  fund 
finances  15.5  percent  of  the  department's  remaining  seven  programs, 
therefore  15.5  percent  of  the  central  service  program  appropriation 
should  be  general  fund.   Another  alternative  would  be  to  operate  the 
entire  department  from  a  general  fund  appropriation  and  de-earmark  the 
other  revenue  sources. 

The  department  requested  $10,000  to  facilitate  the  department's 
anticipated  move  from  their  present  quarters  to  the  highway  building 
in  fiscal  1979.   Our  recommendation  is  to  approve  $5,000  for  the  move. 
The  basis  for  our  recommendation  is  that  the  department  of  fish  and  game 
paid  only  $4,200  to  move  a  much  larger  department  approximately  the  same 
distance. 
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Animal  Health 


FTE 

Fund  Source 

General  Fund 

G.F.  Transferred  In 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Revers  ion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Ac  tual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

2.5 


$25,710 

1,698 

31,503 

$58,911 

126 
232 


$45,719 
12,834 

$58,553 


2.0 

$27,693 

32,676 

$60,369 


$44,448 
15,921 

$60,369 


LFA  Recommended     %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


2.0 

$26,519 

32,411 

$58,930 


$45,362 
13,568 

$58,930 


2.0 

$30,481  6.7 

37,253  8.5 

$67,734  6.2 


$54,166  10.4 
13,568   (5.6) 


$67,734   6.5 


The  department  requested  two  additional  positions  in  the  animal 
health  program,  an  assistant  administrator  and  a  secretary.   The  ra- 
tionale for  the  request  is  the  demand  by  the  board  of  livestock  that  the 
director  and  other  qualified  persons  devote  more  time  to  meeting  with 
livestock  producers.   The  director  now  spends  more  than  40  percent  of 
his  time  out  of  the  office  meeting  with  livestock  producers.   The 
assistant  administrator  was  to  share  the  public  appearance  workload, 
develop  disease  related  communications,  assist  in  policy  deter- 
mination and  enhance  the  opportunity  for  professional  growth  within  the 
office. 
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The  additional  positions  are  not  recommended  in  this  program. 
However,  other  veterinarians  are  recommended  in  the  disease  control  and 
the  diagnostic  laboratory  programs  and  it  is  our  opinion  that  they  would 
be  adequately  qualified  to  assist  in  communicating  with  the  livestock 
industry.   The  addition  of  the  new  personnel  should  also  enhance  the 
opportunity  of  other  program  personnel  to  assist  in  policy  development 
which  would  enable  the  division  administrator  to  allocate  time  for  pro- 
fessional development. 


Diagnostic  Laboratory  Program 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

FTE 

Fund  Source 

General  Fund 
G.F.  Transferred  In 
Other  Funds -Appropriated 
Other-Transferred  In 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


16 


$144,884 

4,130 

150,982 

888 

$300,884 

21,794 
365 


$210,127 
68,598 

$278,725 


16 

$157,124 
163,826 


$225,883 
95,067 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


18 

$164,994 

171,727 


18 

$165,133 
171,872 


7.8* 
8.8* 


$320,950    $336,721    $337,005   8.3 


$268,147 
68,574 


$273,378   24.2 
63,627  (19.2) 


$320,950    $336,721    $337,005   12.  3 


*  Includes  transfers  from  central  service  program. 
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The  recommended  expenditures  for  the  diagnostic  laboratory  program 
is  at  least  12  percent  greater  than  the  expenditures  will  be  in  the 
current  biennium.   The  reason  for  the  increase  difference  between  ex- 
penditures and  the  appropriations  is  because  nearly  15  percent  of  the 
general  fund  appropriation  reverted  in  fiscal  1976.   If  such  reversions 
occur  in  fiscal  1977  the  recommended  increase  will  be  greater  than  12 
percent.   Large  laboratory  equipment  purchases  in  fiscal  1976  and 
anticipated  for  fiscal  1977  inflate  the  operating  expenses  of  the  fiscal 
1976-77  biennium.   The  apparent  reduction  in  operating  expenses  is  a 
result  of  the  one-time  equipment  purchase  expense. 

The  recommended  appropriation  includes  two  additional  positions,  a 
microbiologist  I  and  a  veterinary  microbiologist. 

Presently,  nearly  150  days  elapse  between  the  receipt  of  specimens 
and  notification  of  test  results.   In  some  instances,  especially  at 
marketing  time,  such  delays  are  costly.   The  present  staff  cannot  ade- 
quately recheck  all  of  the  tests  and  questionable  results  must  be  re- 
viewed in  other  laboratories  for  verification.   The  verification  pro- 
cedure adds  a  great  deal  of  time  to  the  analysis.   The  additional 
personnel  will  eliminate  the  need  to  submit  specimens  for  outside 
analysis  which  will  reduce  the  turn  around  time  to  approximately  thirty 
days. 

An  additional  benefit  that  may  be  obtained  from  the  veterinary 
microbiologist  is  that  some  of  his  time  could  also  be  spent  meeting  with 
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and  educating  livestock  producers  in  livestock  disease  prevention.   This 
will  relieve  some  of  the  meetings  now  required  of  the  department  director 
as  previously  discussed. 


Disease  Control 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other-Transferred  In 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Ac  tual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

15.5 


$290,089 

5,118 

119,702 

$414,909 
64,136 


$236,943 
84,479 

$321,422 
29,351 

$350,773 


15.5 


$208,110 
141,227 

$349,337 
$349,337 


17.5 


17.5 


$301,119    $339,881    $348,620   16.5 

48,218    

$349,337    $339,881    $348,620   (9.9) 


$245,445 
94,436 

$339,881 
$339,881 


$249,543   11.2 
99,077   (14.3) 

$348,620    2.6 


$348,620   (1.7) 


The  recommended  appropriation  represents  nearly  a  sixteen  percent 
increase  in  appropriated  funds  yet  a  nine  percent  decrease  in  expen- 
diture authority.   The  difference  results  from  approved  budget  amendments  that 
amounted  to  nearly  22  percent  of  the  fiscal  1976-77  biennial  appro- 
priation.  Federal  comprehensive  employment  training  act  money  was 
utilized  to  hire  six  persons  to  assist  in  the  effort  to  stop  the  spread 
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of  brucellosis  in  Montana  cattle.   The  six  positions  are  contained  in 
the  15.5  FTE  reported  each  year.   Also  nearly  $30,000  of  earmarked  funds 
were  spent  to  indemnify  livestock  producers  with  brucellosis  infected 
herds  that  were  forced  to  sell  at  inopportune  times. 

That  the  recommended  expenditures  reflect  a  1.7  percent  decrease 
from  the  previous  biennium  is  really  the  result  of  more  than  $112,000 
being  spent  on  the  one  time  effort  to  control  brucellosis. 

Eight  additional  full  time  positions  are  included  in  the  recom- 
mended budget  as  the  department  requested.  They  consist  of  six  vet- 
erinary technicians,  an  assistant  bureau  chief  and  a  clerk  typist. 

The  bureau  chief  and  clerk  typist  are  recommended  as  an  effort  to 
allow  the  division  to  become  current  in  meeting  the  statutory  demands 
placed  upon  it.   Several  statutory  responsibilities  are  not  being  ac- 
complished at  this  time.   The  main  reason  is  insufficient  staff.   The 
division  director  will  be  able  to  delegate  the  responsibility  for 
cattle  import  and  export  certificate  review,  market  inspection  and 
contracted  veterinarian  supervision  to  the  assistant  bureau  chief. 
The  bureau  chief  should  also  assist  in  meeting  with  producers  as  directed 
by  the  board. 

The  clerk  will  assist  in  processing  related  documents  and  cor- 
respondence.  Thirty  thousand  inspection  certificates  must  be  reviewed 
each  year.   At  the  present  time  these  are  only  given  a  superficial 
review  yet  the  department  is  responsible  for  erroneous  inspections  and 
the  costs  to  rectify  any  errors  made  by  contracted  veterinarians  that 
make  the  inspections. 
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The  department  has  an  established  practice  of  contracting  with 
private  veterinarians  to  inspect  all  livestock  sold  in  Montana  and 
transported  in  or  out  of  Montana.   In  fiscal  1976,  $45,728  was  paid  to 
contracted  veterinarians  at  a  rate  of  $6.30  per  hour.   The  private 
veterinarians  have  balked  at  this  rate  and  have  renegotiated  a  $15.00 
per  hour  rate.   The  new  rate  would  nearly  triple  contracted  veterinarian 
expenditures.   To  offset  a  significant  future  expenditure  increase  with 
contracted  veterinarians  six  veterinary  technicians  are  recommended. 
Department  officials  believe  they  can  do  a  more  thorough  veterinary 
inspection  with  regular  staff.   To  offset  part  of  the  increased  cost  of 
the  new  personnel,  $52,310  is  reduced  each  year  from  contracted  ser- 
vices.  A  total  of  $13,000  was  left  in  contracted  services  each  year  to 
enable  the  department  to  contract  private  veterinarians  at  $15.00  per 
hour  for  inspections  that  cannot  be  done  by  the  veterinary  technicians. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Milk  and  Egg  Program 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   197 /  -  79 

FTE  8.59         7.0         7.0         7.0 

Fund  Source 

General  Fund  $139,497     $148,720    $124,250    $126,920   (11.0)* 

G.F.  Transferred  Out  (6,118) 

Other  Funds-Appropriated       10,330       10,352       9,352       9,553   (8.6) 

Total  Funds  $143,709     $159,072    $133,602    $136,473   (10.8) 

Reversion-General  Fund         11,749 
Reversion-Other  43 

Expenditures  By  Object 

Personal  Services  $101,812     $108,134    $102,326    $104,557    (1.5) 

Operating  Expenses  30,105       50,938      31,276      31,916   (22.0) 

Total  Expenditures  $131,917     $159,072    $133,602    $136,473   (7.2) 

*  Considers  general  fund  transferred  out. 

The  recommended  appropriation  and  expenditures  reflect  a  10.8  per- 
cent and  7.2  percent  reduction  respectively  from  the  1977  biennium. 

The  reductions  are  primarily  due  to  the  transfer  of  1.59  positions 
to  the  central  services  function. 

Program  consolidation  upon  a  retirement  led  to  the  transfer  of  the 
positions  to  meet  the  more  urgent  needs  of  central  services. 

No  increases  of  any  significance  are  requested  for  this  program. 

In  addition  to  the  transfer  out  of  funds  to  establish  the  positions 
in  the  central  office  $11,749  of  general  fund  money  reverted  in  fiscal 
1976. 


280 


Page  14  -  Livestock 

Inspection  &  Control  Program 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976        1977        1978        1979   1977  -  79 

FTE  69.53        68.62       68.62       68.62 

Fund  Source 

Other  Funds-Appropriated    $1,028,329   $1,093,329  $1,086,333   $1,070,868    .5* 

Other-Transferred  In  23,793 

Other  Funds-Budget  Amended  1,973   

Total  Funds  $1,054,095   $1,093,329   $1,086,333   $1,070,868    .5 

Reversion-Other  57,201 

Expenditures  By  Object 

Personal  Services  $816,863   $  886,420  $   885,469  $   908,770   5.3 

Operating  Expenses  180,031      206,909     200,864     162,098   (6.2) 

Total  Expenditures  $996,894   $1,093,329   $1,086,333   $1,070,868   3.2 

*  Considers  funds  transferred  in. 

The  recommended  expenditures  after  only  minor  adjustments  from  the 
request  reflected  only  a  3.2  percent  increase  over  the  fiscal  1976-77 
biennium. 

Our  only  significant  reduction  was  for  $12,218  in  fiscal  1978  and 
$12,355  in  fiscal  1979  for  vacancy  savings  and  overtime.   The  budget 
requested  $60,000  each  year  for  overtime.   The  experience  of  fiscal  1976 
showed  that  only  $50,000  was  spent  for  overtime  and  we  feel  a  recom- 
mendation of  $55,000  each  year  of  the  coming  biennium  is  sufficient. 
Due  to  a  vacancy  rate  of  1.4  percent,  $14,568  was  reduced  from  the 
requested  personal  services  over  the  biennium. 
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The  division  requested  five  additional  livestock  and  brand  in- 
spectors to  provide  more  staff  to  oversee  new  markets  proposed  to  open 
in  the  coming  biennium.   The  addition  is  not  recommended  because  there 
is  no  assurance  the  new  markets  will  open.   If  they  do  open  the  ad- 
ditional workload  increase  would  be  adequate  justification  for  budget 
amendment  approval. 

The  department  requires  the  district  livestock  inspectors  to  provide 
their  own  pickup  truck,  horse  trailer  and  horse.   To  compensate  for  the 
use  of  personal  vehicles  the  department  pays  fifteen  cents  per  mile  for 
each  of  ten  inspectors  that  average  nearly  30,000  miles  per  year.   This 
amounts  to  $45,000  per  year  in  personal  vehicle  use  payments. 

The  recommended  appropriation  includes  $40,000  in  fiscal  1978  to 
purchase  ten  pickup  trucks  and  an  additional  $20,340  each  year  of  the 
biennium  for  their  operation.   The  net  effect  of  the  department  owning 
its  own  vehicles  will  be  a  savings  of  $9,320  over  the  biennium.   Forty- 
five  thousand  dollars  was  reduced  from  personal  vehicle  use  expense  each 
year  of  the  biennium. 
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Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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Predatory  Animal  Control  Program 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  4.46        4.46        5.46        5.46 

Fund  Source 

Other  Funds-Appropriated     $196,236     $199,712     $219,470   $221,057    10.3* 

Other  Funds-Transferred  In      3,450 

Other  Funds-Budget  Amended      7,707       80,015     


Total  Funds  $207,393     $279,727     $219,470   $221,057    (9.6) 

Reversion-Other  2,351 

Expenditures  By  Object 

Personal  Services  $  64,356     $  86,385     $  88,056   $  89,628   17.9 

Operating  Expenses  140,686      193,342      131,414    131,429   (21.3) 

Total  Expenditures  $205,042     $279,727     $219,470   $221,057    (9.1) 

*  Includes  other  funds  transferred  in. 

The  recommended  appropriation  for  the  fiscal  1978-79  biennium  is 
10.3  percent  greater  than  that  of  the  previous  biennium.   However,  total 
funds  available  and  expenditures  both  reflect  more  than  nine  percent 
reductions.   The  apparent  reductions  are  the  result  of  $87,722  in  ap- 
proved budget  amendments  in  the  fiscal  1976-77  biennium.   The  amendments 
were  to  operate  and  maintain  a  helicopter  to  eliminate  predatory  coyotes. 
The  helicopter  is  the  property  of  the  Helena  civil  defense  agency  and  is 
loaned  at  no  cost  to  the  department.   The  department  must  finance  the 
operation  and  the  maintenance  of  the  aircraft. 
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At  the  time  of  the  original  budget  amendment  approval  there  was 
concern  as  to  whether  or  not  the  helicopter  would  be  an  effective  tool 
for  predator  removal.   Department  officials  document  that  2.18  predators 
per  hour  were  taken  from  the  helicopter  compared  to  1.30  per  hour  from 
fixed  wing  aircraft. 

The  recommended  budget  includes  money  for  an  additional  pilot  and 
helicopter  operation  expenses.  The  source  of  the  money  is  the  sale  of 
hides  generated  by  the  shooting  of  the  predators. 

The  present  cost  of  operating  the  helicopter  is  between  fifty  and 
sixty  dollars  per  hour  flying  time.   The  current  contract  price  with 
private  flying  firms  is  $125  per  hour.   The  reason  for  the  great  dif- 
ference between  private  and  the  state  operation  is  that  the  department 
does  not  have  to  rent  the  plane  or  depreciate  it  as  a  private  firm  must. 

The  department  should  monitor  the  hourly  operation  cost  of  the 
helicopter.   When  major  maintenance  expenses  begin  to  appear,  considera- 
tion should  be  given  the  benefits  available  from  contracting  with  private 
firms. 
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Rabies  and  Rodent  Control 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

FTE 

2.71 

2.71 

2.71 

Fund  Source 

General  Fund 

$64,197 

$68,265 

$63,137 

G.F.  Transferred  In 

888 
$65,085 

Total  Funds 

$68,265 

$63,137 

Reversion-General  Fund 

10,545 

Expenditures  By  Object 

Personal  Services 

$30,992 

$42,660 

$43,597 

Operation  Expenses 

23,548 

25,605 

19,540 

LFA  Recommended  %  Change 

Fiscal      Fiscal  Biennium 

1978        1979  1977  -  79 

2.71 


$63,916   (4.7)* 


$63,916    (4.7) 


Total  Expenditures 

*  Includes  transfer  in. 


$54,540 


$68,265 


$63,137 


$44,359   19.4 
19,557   (20.5) 


$63,916    3.5 


The  recommended  expenditures  are  at  least  3.5  percent  greater  than 
the  expenditures  of  the  fiscal  1976-77  biennium.  The  recommendation  is 
merely  the  continuation  of  the  current  operation. 

The  department  requested  $205,077  over  the  biennium  to  establish 
and  staff  a  rodent  bait  mixing  plant.   Public  access  to  certain  poisons 
is  limited  by  federal  controls  and  regulations.   The  plant  is  an  attempt 
to  make  poisons  available  to  control  rodents. 

There  is  no  guarantee  that  a  state  poison  plant  would  ease  the 
federal  regulations  and  restrictions  presently  encountered.   Although 
there  may  be  some  justification  for  the  use  of  such  a  service  we  do  not 
feel  that  all  alternatives  have  been  fully  considered. 

Other  alternatives  involving  the  private  sector  or  joining  efforts 
with  other  states  may  be  possibilities. 
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DEPARTMENT  OF  AGRICULTURE 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  76.41    $1,448,009     $1,870,630    $3,318,639 

LFA  Recommendation  71.41     1,450,231      1,748,469     3,198,700 

Executive  over  (under)  LFA  5^       $(2,222)      $122,161      $119,939 

The  difference  between  the  recommendations  is  primarily  the  result 
of  five  additional  positions  recommended  by  the  executive. 

The  executive  recommends  the  continuation  of  five  positions  in  the 
grain  laboratory  program  that  were  established  in  fiscal  1977  by  budget 
amendment.   The  legislative  recommendation  for  the  laboratory  program 
is  to  purchase  two  infra-red  protein  analyzers  and  decrease  the  man-hours 
necessary  to  process  grain  samples  to  achieve  cost  savings. 

The  other  major  difference  is  in  the  central  service  program  where 
the  executive  recommends  an  additional  clerical  position  and  $20,000 
for  janitorial  and  utility  expenses  when  the  department  moves  to  the 
capitol  complex. 

Neither  the  position  nor  the  $20,000  is  recommended  by  the  legis- 
lative staff. 
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DEPARTMENT  OF  AGRICULTURE 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE  71.65        75.34       71.41       71.41 

Fund  Source 

General  Fund  $   654,656  $  695,935  $   718,453  $   731,778  7.4 

Other  Funds-Appropriated  658,265  670,284  872,619  875,850  31.6 

Other  Funds-Budget  Amended  293,614  277,836 

Non-Appropriated  Funds  1,481,750  1,155,000  1,221,725  1,221,725  (7.3) 

Total  Funds  $3,088,285   $2,799,055   $2,812,797   $2,829,353   (4.2) 

Reversion-General  Fund  32,288 

Reversion-Other  107,836 

Expenditures  By  Object 

Personal  Services  $  912,884   $1,017,644   $1,008,871   $1,029,790   5.6 

Operating  Expenses  335,754      397,621     353,111     348,748   (4.3) 

Total  Operating  Costs     $1,248,638   $1,415,265  $1,361,982   $1,378,538   2.9 
Non-Operating  Costs        1,699,523    1,383,790   1,450,815   1,450,815   (5.9) 

Total  Expenditures         $2,948,161   $2,799,055   $2,812,797   $2,829,353   (1.8) 

Summary 

The  recommended  general  and  other  fund  appropriations  for  the 
1978-79  biennium  are  7.4  and  31.6  percent  larger  respectively  than  the 
legislative  appropriations  for  the  previous  biennium.   This  increase 
allows  the  total  operating  expenses  to  increase  at  least  2.9  percent 
over  the  1976  expenditures  and  those  anticipated  in  fiscal  1977. 

The  department  will  also  disperse  $1,221,725  each  year  of  the 
biennium  of  unappropriated  money. 
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The  federal  and  private  grant  clearance  account  will  be  utilized  to 
account  for  $221,725  of  federal  rural  development  loans  and  grants  to  be 
administered  by  the  department.   Hail  damage  payments  estimated  at 
$1,000,000  are  to  be  processed  through  the  hail  insurance  agency  ac- 
count.  Grant  clearance  and  agency  accounts  are  not  appropriated. 

Personal  service  expense  reflects  each  position  at  the  proper  grade 
and  step  of  the  current  pay  plan.   Benefits  are  derived  from  those 
experienced  in  fiscal  1976  adjusted  for  scheduled  increases  in  public 
employee  retirement  contributions.   All  other  budget  recommendations 
reflect  the  application  of  standard  inflation  rates  to  the  ongoing 
expenses  incurred  in  fiscal  1976. 

The  department  annually  approves  and  issues  21  licenses  to  more 
than  5,000  individuals  and  businesses  in  Montana.   The  licenses  cover 
nearly  all  handlers  of  agricultural  related  products.   The  department 
requests  $48,000  to  automate  the  licensing  procedure  over  the  biennium. 
In  lieu  of  automating  the  licensing  procedure  the  legislature  should 
seriously  consider  extending  the  term  of  the  licenses  or  eliminating  the 
license  requirement  altogether.   If  licensing  is  judged  necessary,  thei* 
the  issuance  of  multiple  year  permits  will  have  the  effect  of  decreasing 
the  workload  of  the  present  staff  and  minimize  unneeded  government 
interference  with  private  businesses. 
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Administration 


FTE 

Fund  Source 

General  Fund 

Other  Funds -Appropriated 
Other  Funds-Federal  Grant- 
Rural  Development 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operation  Expenses 

Total  Operating  Costs 
Non-Operation  Costs 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

8.0 


$125,227 
31,317 

$156,544 
105,432 

$261,976 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


8.0 


8.0 


8.0 


$149,023 

$159,529 

$147,456 

$150,123 

(3.6) 

26,094 

27,984 

26,022 

26,493 

(2.9) 

105,432 

155,000 

221,725 

221,725 

70.3 

$280,549 

$342,513 

$395,203 

$398,341 

27.4 

12,567 

6,006 

$139,084 
48,429 

$187,513 
155,000 


$141,691 
31,787 

$173,478 
221,725 


$144,254    8.2 
32,362   (19.6) 


$176,616 
221,725 


1.8 
70.3 


$342,513    $395,203    $398,341   31.3 


Summary 

The  recommended  budget  for  administration  is  at  least  1.8  percent 
larger  than  the  sum  of  the  actual  1976  expenditures  and  projected  ex- 
penses in  fiscal  1977.   If  the  department  reverts  nearly  eleven  percent 
of  the  fiscal  1977  appropriation  as  it  did  in  fiscal  1976,  the  increase 
will  be  greater  than  seven  percent. 

In  addition  to  ongoing  central  management  responsibilities,  this 
program  administers  federal  rural  development  loans  and  grants.   The 
anticipated  doubling  of  the  loans  over  the  fiscal  1976  experience  re- 
flects a  policy  change  within  the  department.   In  order  to  serve  more 
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people  with  the  available  money,  the  department  is  putting  more  emphasis 
on  short  term  loans  rather  than  the  long  term  loans  as  in  the  past. 
Faster  loan  turnover  results  in  more  people  served  with  the  available 
money. 

An  additional  $1,532  in  fiscal  1978  and  $2,363  in  fiscal  1979  is 
added  to  the  administration  budget  to  pay  increased  insurance  premiums. 


Marketing  and  Transportation 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

$117,335 
46,536 

$163,871 

12,790 
19,184 


$100,778 
31,119 

$131,897 


9.5 


$121,396 
47,835 


$115,255 
53,976 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


8.5 


$117,387 
29,347 


8.5 


$120,217    (.5) 
30,055   (37.1) 


$169,231    $146,734    $150,272   (10.8) 


$116,974 
29,760 


$120,291    9.8 
29,981   (29.8) 


$169,231    $146,734    $150,272    (1.4) 


The  recommended  expenditures  for  the  fiscal  1978-79  biennium  are 
1.4  percent  lower  than  the  sum  of  the  fiscal  1976  expenditures  and  those 
anticipated  for  fiscal  1977.   However,  the  department  did  not  spend 
eleven  percent  of  the  general  fund  appropriation  and  41  percent  of  the 
wheat  research  appropriation  in  fiscal  1976. 
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If  the  department  operates  in  fiscal  1977  as  is  did  in  fiscal  1976, 
the  recommended  budget  will  be  nearly  13  percent  greater  than  the  ex- 
penditures of  the  1977  biennium. 

The  reason  for  the  large  shortfall  in  the  expenditure  of  earmarked 
revenue  is  that  the  wheat  research  and  marketing  committee  would  not 
grant  to  the  marketing  and  transportation  program  sufficient  funds  to 
meet  the  appropriation  authority.   To  offset  this  shortfall  of  ear- 
marked revenue,  an  approved  tariff  clerk  position  was  not  filled. 

Twenty  percent  of  the  recommended  appropriation  is  recommended  to 
be  derived  from  wheat  research  funds  since  wheat  growers  are  the  primary 
beneficiaries  of  this  program.   If  the  wheat  committee  does  not  see  fit 
to  support  the  program,  the  legislature  should  determine  whether  to 
continue  it. 

An  additional  $600  was  added  to  the  postage  account  each  year  of 
the  biennium  over  the  standard  inflationary  increase.  The  department 
compiles  and  disseminates  the  quarterly  grain  movement  summary  in  con- 
junction with  the  U.S.D.A.  statistical  reporting  service.  Previously, 
the  reporting  service  used  its  franking  privilege  to  mail  the  report. 
Recently  enacted  federal  restrictions  prohibit  the  use  of  the  federal 
franking  privilege  to  mail  the  summaries,  and  the  department  of  agri- 
culture must  now  pay  it  share  of  the  postage  fees. 


291 


Page  7  -  Agriculture 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Pesticide 

Actual    Appropriated 

LFA  Recommended 

%  Change 

Fiscal       Fiscal 

Fiscal      Fiscal 

Biennium 

1976         1977 

1978        1979 

1977  -  79 

10.01 


$157,000 
32,934 

$189,934 

5,615 
15,125 


$123,504 
45,690 

$169,194 


9.01 


$167,862 


$167,862 


$131,034 
36,828 


9.01 


$132,229 
35,689 


9.01 


$167,918    $171,282    4.4 


$167,918    $171,282    (5.2) 


$134,967    5.0 
36,315   (12.7) 


$167,862    $167,918    $171,282 


The  recommended  appropriation  for  the  fiscal  1978-79  biennium  is 
4.4  percent  larger  than  the  previous  biennial  appropriation  for  the 
pesticide  program.   That  operating  expenses  are  only  .6  percent  greater 
than  in  the  previous  biennium  is  the  result  of  $17,809  of  federal  en- 
vironmental protection  agency  funds  being  spent  to  develop  a  state  plan 
to  certify  pesticide  applicators. 

The  recommended  budget  represents  a  continuation  of  the  current 
level  operations. 

There  is  some  concern  about  federal  environmental  regulations 
prohibiting  the  use  of  certain  pesticides  in  Montana  after  October  1976 . 
The  1975  legislature  determined  that,  if  the  federal  government  was 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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going  to  enforce  applicator  certification,  federal  funds  should  be  made 
available  for  training  and  testing  of  applicators. 

To  date  federal  funds  for  this  purpose  have  not  become  available 
but  the  restrictions  also  have  not  been  imposed  as  threatened. 

Feed  and  Fertilizer 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  6.5         6.5         6.5         6.5 

Fund  Source 

Other  Funds-Appropriated  $131,367     $130,943    $124,112    $118,737    (7.4) 

Total  Funds  $131,367     $130,943    $124,112    $118,737    (7.4) 

Reversion-Other  20,566 

Expenditures  By  Object 

Personal  Services  $  93,111     $  99,450    $  99,133    $101,001    3.9 

Operating  Expenses  17,690       31,493      24,979      17,736   (13.2) 

Total  Expenditures  $110,801     $130,943    $124,112    $118,737     J» 

The  recommended  budget  for  the  feed  and  fertilizer  program  is  at 
least  .5  percent  greater  than  the  sum  of  fiscal  1976  expenditures  and 
anticipated  expenditures  in  fiscal  1977. 

If  more  than  15  percent  of  the  fiscal  1977  appropriation  is  not 
spent  as  was  the  case  in  fiscal  1976  then  the  recommended  budget  will  be 
nine  percent  greater  than  the  expenditures  of  the  previous  biennium. 

The  recommended  budget  reflects  a  continuation  of  the  current  pro- 
gram with  the  addition  of  $7,243  for  equipment  purchases  in  fiscal  1978. 
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The  money  will  purchase  accessories  for  a  programmable  calculator  - 
analyzer  to  process  feed  and  fertilizer  samples  and  equipment  to  expand 
high  pressure  chromatography  in  the  impurity  detector  system. 

The  department  requested  over  $7,000  each  year  of  the  biennium  for 
equipment  in  this  program.   However,  the  fiscal  1977  appropriation  has 
ample  funds  for  the  initial  purchase  and  the  fiscal  1978  appropriation 
should  allow  the  equipment  acquisition  to  be  completed. 


Horticulture 


Ac  tual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

$194,314 

$206,509 

$243,943 

$248,246 

22.8 

11,325 

$205,639 

$206,509 

$243,943 

$248,246 

19.4 

255 

8,081 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  13.23        13.23       14.56       14.56 

Fund  Source 

General  Fund 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services  $159,459     $176,229    $202,251    $206,084   21.6 

Operating  Expenses  37,844       30,280      41,692      42,162   23.1 

Total  Expenditures  $197,303     $206,509    $243,943    $248,246   21.9 

The  recommended  horticulture  budget  for  the  fiscal  1978-79  biennium 
is  nearly  twenty  two  percent  greater  than  that  of  the  previous  biennium. 
Nearly  thirteen  percent  of  the  increase  is  to  establish  expanded  pro- 
grams and  comply  with  the  existing  labor  agreements. 
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Four  thousand  dollars  was  added  each  year  of  the  biennium  to  pro- 
vide adequate  money  to  pay  overtime  generated  by  employees  during  peak 
shipping  periods.   The  department  is  required  to  inspect  and  certify 
cherry  and  potato  production  during  the  harvest  and  prime  marketing 
periods.   Because  of  the  necessity  to  provide  nearly  around  the  clock 
inspection  personnel  to  adequately  inspect  the  product,  a  considerable 
amount  of  overtime  is  generated.   The  "pay  and  hours"  provision  of  the 
negotiated  agreement  with  non-exempt  union  employees  limits  each  em- 
ployee to  an  eight  hour  day  with  five  regular  days  constituting  a 
workweek.   Any  deviation  from  the  above  pattern  constitutes  overtime  and 
must  be  compensated  either  at  a  rate  of  time  and  a  half  or  double  time 
depending  upon  the  situation.   The  past  practice  of  the  department  was 
that  employees  would  work  the  time  necessary  at  the  regular  wage  and 
compensate  with  additional  time  off  in  slack  periods.   The  negotiated 
agreement  now  prohibits  such  procedure.   The  department  is  trying  not  to 
work  overtime  but  considerable  pressure  is  being  exerted  by  the  industry 
as  long  as  they  are  being  charged  overtime  assessments. 

The  department  has  incorporated  rule  4-2.18(10)  -  S18080,  "Overtime 
inspection  fee  charge"  in  an  attempt  to  regulate  overtime  inspection 
hours  required  by  the  industry.   Department  officials  estimate  that 
charges  will  generate  at  least  $3,500  in  fiscal  1978  to  be  deposited  in 
the  general  fund.   This  additional  revenue  will  partially  offset  the 
anticipated  overtime  expense. 
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The  recommended  budget  also  includes  1.33  additional  positions. 
One  position  is  a  part-time  employee  for  cherry  industry  inspection  and 
one  full-time  position  for  nursery  business  inspection. 

The  part-time  summer  position  is  recommended  to  initiate,  promote 
and  assist  cherry  growers  in  proper  orchard  management  to  assure  that 
the  Montana  cherry  crop  is  certified  as  free  of  fruit  fly  larva. 

Certification  opens  significant  new  markets  for  the  Montana  pro- 
duct.  California  and  Japan  are  now  available  to  the  Montana  product  as 
a  result  of  certification  in  1976.   Twenty-three  truckloads  of  Montana 
cherries  were  allowed  into  California  without  fumigation  for  the  first 
time. 

The  justification  for  general  fund  support  of  this  expansion  is 
based  on  two  premises.   First,  the  department  is  charged  with  the 
responsibility  to  promote  and  assist  in  the  development  of  markets  for 
Montana's  products,  and  second,  a  significant  number  of  hobby  orchardists 
in  the  cherry  growing  area  that  are  not  bona  fide  members  of  the  industry 
contribute  to  the  fruit  fly  problem  by  not  properly  maintaining  their 
trees . 

An  additional  position  of  nursery  specialist  is  also  recommended  in 
an  attempt  to  develop  a  plant  certification  program  in  Montana.   Montana 
nurseries  will  not  be  allowed  to  ship  nursery  stock,  seedlings  or  seeds 
to  Canada  after  July  1,  1976  unless  the  stock  has  been  certified  as 
being  virus  free.   The  nursery  specialist  (plant  pathologist)  will 
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assist  in  the  development  of  a  virus  free  indexing  program  that  will 
eventually  allow  participating  nurseries  to  be  certified  as  virus  free 
and  thereby  open  certain  restricted  markets  for  the  Montana  products. 
The  plant  pathologist  will  also  serve  as  the  nursery  inspector  and 
diagnose  and  direct  treatment  of  other  agricultural  crop  diseases. 

Wheat  Research  and  Marketing 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE  3.05         3.05        3.12        3.12 

Fund  Source 


Other  Funds-Appropriated 

$223,775 

$230,853 

$399,793 

$401,226 

76.2 

Other  Funds-Budget  Amended 

194,581 
$418,356 

171,769 
$402,622 

Total  Funds 

$399,793 

$401,226 

(2.4) 

Reversion-Other 

36,180 

Expenditures  By  Object 

Personal  Services 

$  53,788 

$  57,478 

$  58,389 

$  59,417 

5.9 

Operating  Expenses 

110,615 

116,354 

112,314 

112,719 

(.9) 

Total  Operating  Costs 

$164,403 

$173,832 

$170,703 

$172,136 

1.4 

Non-Operating  Costs 

217,773 

228,790 

229,090 

229,090 

2.6 

Total  Expenditures 

$382,176 

$402,622 

$399,793 

$401,226 

2.1 

The  recommended  wheat  research  and  marketing  budget  is  2.1  percent 
larger  than  actual  and  anticipated  expenditures  in  fiscal  1976  and  1977. 
The  recommended  budget  is  a  continuation  of  the  current  level  of  activity, 


ZW7 


Page  13  -  Agriculture 

The  reason  for  the  large  appropriation  increase  over  the  previous 
biennium  is  that  anticipated  wheat  revenue  was  underestimated  in  1975 
and  additional  barley  check-off  fees  were  not  included.   Budget  amend- 
ments totalling  $366,350  were  approved  to  spend  the  additional  but  un- 
appropriated revenue  in  fiscal  1976  and  1977. 

The  recommended  budget  equates  more  closely  with  the  projected 
revenue  for  the  1979  biennium. 

A  large  part  of  the  budget  is  for  grants  to  wheat  and  barley  market 
promotion  organizations  and  research  contracts.   More  than  $554,000  is 
designated  to  be  spent  for  such  activities  in  the  fiscal  1978-79  biennium. 


Grain  Laboratory 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

14.31 

$134,578 
54,774 

$189,352 

1,569 


$169,900 
17,883 

$187,783 


18.00 


$130,312 
106,067 


$207,459 
28,920 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


13.17 


13.17 


$191,481    $195,410   46.1 


$236,379    $191,481    $195,410   (.9.1) 


$161,009 
30,472 


$164,421   (13.8) 
30,989   31.3 


$236,379    $191,481    $195,410   (8.8) 
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The  recommended  budget  for  the  state  grain  testing  laboratory  is 
8.8  percent  smaller  than  that  of  the  previous  biennium.   The  reduction 
is  due  to  the  expansion  of  expenditure  authority  by  budget  amendments  in 
the  1977  biennium.   Several  additional  employees  were  hired  to  meet  the 
increased  workload  during  the  peak  of  the  harvest  and  selling  season. 
Grain  analysis  and  protein  tests  are  becoming  increasingly  important  to 
the  producer-seller.   The  budget  amendments  gave  authority  to  spend 
testing  fees  generated  by  the  increased  number  of  samples  to  hire  ad- 
ditional employees  to  process  the  samples. 

Included  in  the  recommended  budget  is  $28,000  for  the  purchase  of 
two  infra-red  protein  analyzers.   The  additional  equipment  will  speed  up 
testing  time  from  2  to  3  hours  to  2  to  3  minutes  per  sample.   At  present 
576  samples  can  be  processed  per  day  in  the  lab.   The  additional  equip- 
ment will  allow  nearly  4,000  samples  to  be  processed  each  day.   Much  of 
the  three  week  lag  in  protein  reports  during  the  peak  sampling  period 
will  be  eliminated  without  additional  personnel.   In  addition,  the  U.S. 
department  of  agriculture  is  contemplating  requiring  infra-red  protein 
tests  for  certification  by  the  1977  harvest  season. 

A  request  to  purchase  $9,800  of  laboratory  supplies  is  not  re- 
commended because  of  the  addition  of  the  infra-red  protein  analyzers. 
The  additional  lab  supplies  are  unnecessary  as  the  analyzers  do  not 
require  chemical  breakdown. 
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Apiculture 


FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Fiscal 

1976 

2.0 


$27,498 
8,425 

$35,923 


Appropriated    l.FA  Recommended    %  Change 
Fiscal      Fiscal      Fiscal   Biennium 
1977        1978        1979   1977  -  79 


2.0 


2.5 


$27,528 
13,111 

$40,639 


$32,280 
9,469 

$41,749 


2.5 


$36,984      $40,639     $41,749     $41,910    7.8 
$36,984      $40,639     $41,749     $41,910    7.8 
1,061 


$32,762   18.2 
9,148   (13.6) 


$41,910    9.3 


The  recommended  apiculture  budget  for  the  fiscal  1978-79  biennium 
is  9.3  percent  or  $7,097  greater  than  that  of  the  previous  biennium. 
The  increase  is  primarily  the  result  of  the  inclusion  of  two,  one-fourth 
time  positions. 

The  beehive  inspection  load  increased  thirty  percent  since  1973 
primarily  as  a  result  of  the  huge  increase  in  hobby  beekeeping.   In 
addition  beehive  interstate  movement  has  increased  18  percent  in  the 
last  three  years. 

The  additional  part-time  personnel  will  assist  in  inspecting  the 
hives  before  and  after  interstate  shipments  and  for  diseases. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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The  addition  of  the  part-time  positions  allows  one  and  one  half 
FTE's  to  carry  out  all  the  required  inspections  for  the  state  of  Montana. 
The  remaining  position  is  the  office  secretary. 

Hail  Insurance  Program 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  6.05        6.05         6.05        6.05 

Fund  Source 

Other  Funds-Appropriated    $   95,915   $  102,357   $   101,865   $  103,929    3.8 
Other  Funds-No t  Appropriated  1,376,318    1,000,000   1,000,000   1,000,000   (15.8) 

Total  Funds  $1,472,233   $1,102,357   $1,101,865   $1,103,929   (14.3) 

Reversion-Other  1,125 

Expenditures  By  Object 

Personal  Services  $   59,619   $   64,127   $   64,915  $   66,593    6.3 

Operating  Expenses  35,171       38,230      36,950      37,336    1.2 

Total  Operating  Costs         94,790      102,357     101,865     103,929    4.4 
Non-Operating  Costs        1,376,318    1,000,000   1,000,000   1,000,000   (15.8) 

Total  Expenditures         $1,471,108   $1,102,357   $1,101,865   $1,103,929   (14.3) 

The  recommended  appropriation  for  the  hail  insurance  program  is  3.8 
percent  greater  than  that  of  the  previous  biennium.   Operating  expenses 
are  4.4  percent  greater.   The  recommendation  is  to  continue  the  current 
operation  adjusting  for  inflation  and  pay  plan  increases. 

The  departments'  estimate  of  $1,000,000  in  damage  payments  that 
will  be  paid  is  merely  a  rough  approximation  of  hail  damage. 
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Fiscal 

1979    Biennlum 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  342.01    $9,003,140     $9,850,287    $1S,853,427 

LFA  Recommendation  331.01     8,448,574      9,176,959    1?, 625, 533 

Executive  over  (under)  LFA         11.00      $554,566       $673,328    $1,227,894 

The  primary  difference  between  the  recommendations  is  in  the  energy 
planning  program.   Our  recommendation  for  the  energy  program  is  to 
reduce  the  operation  and  authorized  positions  to  the  level  needed  to 
research  and  make  recommendations  on  the  small  utility  siting  cases 
that  make  up  the  ongoing  workload.   The  executive  recommendation  re- 
quests a  level  of  funding  necessary  to  review  major  utility  site  pro- 
posals.  No  proposals  have  been  finalized.   The  executive  recommendation 
is  $1,021,458  higher  than  the  legislative  recommendation. 

The  remaining  difference  is  primarily  due  to  the  fact  that  we 
applied  more  moderate  inflation  rates  and  the  executive's  recom- 
mendation to  add  three  additional  positions  and  related  expenses  totaling 
more  than  $100,000  in  the  oil  and  gas  regulation  program. 

We  recommend  the  expenditure  of  available  earmarked  and  federal 
funds  before  applying  recommended  general  fund  appropriation. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION 

LFA  Recommended  %  Change 

Fiscal  Fiscal   Biennium 

1978  1979    1977  -  79 

FTE                        392.50       385.49      334.56  331.01 

Fund  Source 

General  Fund               $4,142,068   $  4,417,727   $4,125,260  $4,323,314    (1.3) 

Other  Funds-Appropriated     3,351,088    4,163,318   4,424,838  4,752,121   22.1 

Other  Funds-Budget  Amended   1,723,135    1,589,881  


Total  Funds  $9,216,291   $10,170,926   $8,550,098   $9,075,435    (9.1) 

Unappropriated  Funds  378,831    2,000,000    1,047,000    1,256,000    (3.2) 

Reversion-General  Fund         255,343 
Reversion-Other  1,075,594 

Expenditures  By  Object 

Personal  Services  $4,943,336  $  5,279,818   $4,439,580   $4,538,461   (12.2) 

Operating  Expenses  2,601,665    2,501,950   2,526,420    2,595,551     .4 

Capital  340,353      851,416     371,356      388,681   (36.2) 

Total  Operating  Costs     $7,885,354   $  8,633,184   $7,337,356   $7,522,693   (10.0) 
Non-Operating  Costs         378,831    3,537,742   2,259,742    2,808,742   29.4 

Total  Expenditures         $8,264,185   $12,170,926   $9,597,098   $10,331,435   (2.5) 

Summary 

The  recommended  budget  for  the  fiscal  1978-79  biennium  is  10  per- 
cent less  than  the  sum  of  the  fiscal  1976  expenditures  and  those  an- 
ticipated in  fiscal  1977. 

The  decrease  is  primarily  the  result  of  a  large  number  of  budget 
amendments  approved  in  the  1977  biennium  and  inflated  expenditure 
figures  in  the  energy  planning  program  in  fiscal  1977. 

The  addition  of  65.5  positions  by  a  budget  amendment  resulting  from 
federal  Comprehensive  Employment  and  Training  Act  (CETA)  funds  being 
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made  available  contributed  to  the  higher  than  usual  personal  service 
expenses  in  the  1977  biennium.   Seven  other  budget  amendments  added 
12.92  more  employees  to  the  staff  in  fiscal  1976. 

The  energy  planning  program  spent  only  $689,000  in  fiscal  1976  but 
has  $2.3  million  budgeted  for  fiscal  1977.   In  excess  of  $800,000  was 
anticipated  from  utility  siting  fees  that  will  not  fully  materialize. 
The  program  will  continue  but  at  a  reduced  level.   The  energy  planning 
program  anticipates  distributing  $1.4  million  in  alternative  energy 
development  grants  that  actually  will  not  be  totally  spent. 

A  significant  cost  increase  which  affects  several  programs  is  for 
insurance  premiums.   The  department  of  administration  has  informed  the 
natural  resources  department  that  $442,972  will  be  needed  to  pay  the 
anticipated  insurance  premiums  over  the  biennium.   Only  $66,964  was  paid 
for  insurance  in  fiscal  1976  and  a  similar  amount  is  expected  to  be  paid 
in  fiscal  1977.   Insurance  expense  increased  more  than  200  percent  per 
year.   The  additional  insurance  funding  is  included  in  the  program 
budgets. 

The  recommended  personal  services  budget  is  developed  by  applying 
the  current  pay  plan  at  the  appropriate  step  and  adjusting  actual 
benefit  rates  for  planned  increases  in  public  employee  retirement  con- 
tributions. 

All  other  items  are  given  standard  inflation  increases  except  in 
special  instances  that  are  noted  in  the  program  analysis. 
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Centralized  Services 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

38.50 


$679,120 
25,800 
43,922 

$748,842 

25,999 
24,877 


$485,355 

208,629 

3,982 

$697,966 


37.0 


$717,904 
27,900 
25,310 


$538,802 

227,612 

4,700 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


35.0 


$773,177 
70,500 


35.0 


$831,062 
70,500 


$518,452 

320,525 

4,700 


$528,211 

368,651 

4,700 


14.8 
162.6 


$771,114   $843,677    $901,562    14.8 


2.2 

57.9 

8.3 


$771,114   $843,677    $901,562    18.8 


The  recommended  budget  for  centralized  services  is  18.8  percent 
larger  than  the  sum  of  the  fiscal  1976  expenditures  and  those  antici- 
pated for  fiscal  1977.   The  increase  is  primarily  due  to  a  significant 
rise  in  insurance  premiums  in  the  coming  biennium.   Insurance  premiums 
paid  from  this  program  are  anticipated  to  be  $351,002.   The  amount  to  be 
spent  for  insurance  in  the  current  biennium  is  $104,475.   The  premiums 
are  expected  to  rise  235  percent  or  $246,527. 

The  current  program  has  authority  for  34  regular  positions.   Our 
recommendation  is  to  add  an  additional  accounting  clerk.   The  recent 
audit  of  the  department  revealed  that  daily  bookkeeping  is  being  handled 
poorly.   An  adverse  opinion  was  issued. 


305 


Page  5  -  Natural  Resources 

The  department  requests  five  new  positions  to  rectify  the  problems. 
It  is  our  opinion  that  better  utilization  of  existing  personnel  plus 
the  recommended  position  would  be  adequate  to  meet  the  needs  of  this 
program.   The  new  position  will  assist  primarily  in  handling  and  verify- 
ing claims  and  other  regular  bookkeeping  duties.   The  department  was 
directed  in  the  audit  to  streamline  other  recordkeeping  bottlenecks. 

The  apparant  reduction  of  FTE's  results  from  the  fact  that  the 
department  added  4.5  positions  in  fiscal  1976  and  three  positions  in 
fiscal  1977  with  CETA  money  by  budget  amendment. 

As  part  of  the  program  appropriation  we  recommend  that  $40,000  of 
indirect  cost  money  be  appropriated  each  year  of  the  biennium  rather 
than  revert  to  the  general  fund.   The  department  retains  for  admin- 
istration ten  percent  of  the  funding  the  department  processes.   They 
anticipate  handling  approximately  $400,000  each  year  of  the  coming 
biennium.   We  also  recommend  any  administrative  fees  collected  in  excess 
of  $40,000  be  transferred  to  the  general  fund  immediately. 
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FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Supplemental 

Total  Funds 

Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Oil  and  Gas  Regulation 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


12.76 

$247,181 
22,000 

$269,181 

10,770 


$185,264 

72,619 

528 


12.76 


$180,856 

80,030 

1,500 


LFA  Recommended 

%  Change 

Fiscal       Fiscal 

Biennium 

1978         1979 

1977  -  79 

13.01 


$262,386    $265,841 


$262,386    $265,841 


$188,670 

76,611 

560 


13.01 


$270,373    5.2 


$270,373 


.9 


$191,803    3.9 
78,010    1.3 
560   (44.8) 


$258,411     $262,386    $265,841     $270,373    3.0 


The  recommended  biennial  budget  for  the  oil  and  gas  regulation 
program  is  three  percent  greater  than  that  available  for  the  fiscal 
1976-1977  biennium. 

This  program  operates  primarily  out  of  a  Billings  office  and  is  in 
the  department  of  natural  resources  for  administrative  purposes  only. 

The  recommended  personnel  increase  is  for  a  one-fourth  time  sec- 
retary to  assist  in  processing  an  increased  workload  of  paperwork  and 
to  fill  in  when  the  present  secretary  is  either  on  vacation  or  on  sick 
leave.   The  Helena  office  has  only  an  administrator  and  a  secretary  and 
is  severely  impacted  when  the  secretary  is  gone  and  funds  are  not 
available  to  hire  a  substitute. 
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Resource  District  Supervision 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  5.37  5.2  A. 7  4.2 

Fund  Source 

General  Fund  $128,050  $129,446  $124,539  $125,424    (2.9) 

Other  Funds-Appropriated  18,774  18,774  32,761  22,500   47.2 

Other  Funds-Budget  Amended  20,943  23,973  


Total  Funds  $167,767     $172,193   $157,300     $147,924   (10.2) 

Reversion-General  Fund         27,409 
Reversion-Other  20,840 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 


$  65,424 

$  79,992 

$  72,311 

$  66,424 

(4.6) 

53,562 

91,701 

84,489 

81,000 

13.9 

532 

500 

500 

500 

(3.1) 

Total  Expenditures  $119,518     $172,193   $157,300     $147,924    4.6 

The  resource  district  supervision  program  is  the  result  of  con- 
solidating the  grazing  district  and  the  conservation  district  programs. 

The  recommended  budget  is  4.6  percent  greater  for  the  fiscal 
1978-79  biennium  than  what  can  be  spent  during  the  present  biennium. 

Nearly  thirty  percent  of  the  total  funds  available  were  reverted  in 
fiscal  1976.   If  such  a  large  reversion  occurs  again  in  fiscal  1977  the 
recommended  budget  will  reflect  a  much  larger  increase  than  4.6  percent. 

The  current  approved  staffing  level  is  4.2  FTE's.   The  recommen- 
dation is  to  continue  at  that  level  for  regular  operations. 
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The  FTE  over  4 . 2  in  fiscal  1976,  1977  and  1978  is  the  result  of 
participation  in  a  water  pollution  study  in  conjunction  with  the  de- 
partment of  health.   The  study  ,  conducted  in  Lewis  and  Clark  county,  is 
financed  by  the  U.S.  soil  conservation  service  and  was  initiated  by 
budget  amendment  in  fiscal  1976  and  continued  by  amendment  in  fiscal 
1977. 

Our  recommendation  is  to  approve  the  continuation  of  the  study  to 
its  completion  in  January  1978. 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 
Other  Funds  Not  Approp. 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Water  Resources 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


107.81 


LFA  Recommended 

Fiscal      Fiscal 

1978        1979 


107.28 


99.63 


98.58 


%  Change 
Biennium 
1977  -  79 


$1,609,721 
610,237 
360,574 

$1,691,305 
210,282 
769,086 

$2,670,673 
2,000,000 

$1,562,576 
408,115 

$1,569,995 
411,776 

(5.1) 
(.1) 

$2,580,532 
227,490 

189,211 
250,190 

$1,970,691 
1,047,000 

$1,981,771 
1,256,000 

(24.7) 
3.4 

$1 

,264,898 

$1,367,427 

$1,262,007 

$1,276,387 

(3.6) 

760,414 

713,596 

523,270 

515,332 

(29.5) 

115,819 

589,650 

185,414 

190,052 

(46.8) 

$2 

,141,131 

$2,670,673 

$1,970,691 

$1,981,771 

(17.9) 

227,490 

2,000,000 

1,047,000 

1,256,000 

3.4 

$2 

,368,621 

$4,670,673 

$3,017,691 

$3,237,771 

(11.1) 
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The  water  resources  program  is  a  consolidation  of  four  previously 
separate  programs  that  were  all  dealing  independently  with  water  pro- 
blems.  The  old  floodway  management,  water  rights,  water  engineering, 
and  water  resources  and  planning  programs  are  consolidated  into  the  new 
water  resources  program.   The  department  believes  that  a  combined  pro- 
gram can  be  more  efficient  and  effective  in  carrying  out  statutory 
duties.   The  change  may  be  the  result  of  legislative  suggestions  in  the 
1975  session. 

The  recommended  operating  budget  for  the  1979  biennium  is  17.9 
percent  less  than  the  sum  of  the  fiscal  1976  expenditures  and  those 
anticipated  in  fiscal  1977.   However,  if  the  department  reverts  17 
percent  of  the  funds  available  again  in  fiscal  1977  the  reduction  would 
be  much  less. 

The  reduction  is  the  result  of  eight  fewer  employees  due  to  budget 
amendments  in  fiscal  1976  and  1977  and  a  $400,000  amendment  in  fiscal 
1977  to  repair  serious  damage  occuring  to  the  outlet  structure  at  the 
Painted  Rocks  dam. 

The  department  has  authorization  to  employ  87.82  FTE's  to  carry  out 
the  regular  water  program  duties.   Included  are  four  new  positions  to 
implement  the  renewable  resource  development  program  established  by 
H.B.  642  of  the  1975  legislature.   The  FTE  above  the  87.82  is  the  result 
of  CETA  funding  and  special  studies  approved  by  budget  amendment  in 
fiscal  1976  and  1977. 
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Our  recommendation  is  to  approve  the  addition  of  11.81  positions 
for  special  studies  presently  in  progress.   The  positions  are  funded 
with  non-general  funds. 

Twenty-five  thousand  dollars  has  been  made  available  by  Congress  to 
complete  a  study  on  the  Poplar  river.   Recommendations  would  be  made 
for  an  international  agreement  with  Canada  necessary  to  reduce  the 
impact  in  Montana  of  the  proposed  Canadian  coal  fired  generating  plants. 
The  study  requires  1.05  FTE's  for  fiscal  1978  only. 

The  remaining  10.76  FTE's  are  to  continue  the  research  effort  of 
the  high  plains  experimental  project  headquartered  at  Miles  City.   This 
is  an  entirely  federal  funded  study  of  the  effect  of  increased  rainfall 
due  to  cloud  seeding. 

A  requested  $25,000  general  fund  appropriation  is  not  recommended. 

House  bill  642  gave  the  department  authority  to  establish  loans, 
with  the  approval  of  the  board  of  natural  resources,  for  renewable 
resource  development.   To  date  no  loans  have  been  processed.   However,  a 
large  number  of  applications  are  in  the  review  stage  and  the  coal  tax 
funds  are  now  building  to  the  point  where  money  is  available  to  make  the 
loans. 

The  department  anticipates  processing  $1,047,000  in  fiscal  1978  and 
$1,256,000  in  fiscal  1979  in  unappropriated  loans  for  the  renewable 
resource  program. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 
Non-Appropriated  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Forest  Resources 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


201.68 


$1,590,609 
1,334,719 
1,275,696 

$4,201,024 
151,341 

9,368 
212,632 


$2,660,468 

1,099,568 

218,988 

$3,979,024 

151,341 


LFA  Recommended 
Fiscal      Fiscal 
1978        1979 


194.85 


$1,739,504 

1,471,768 

771,512 


164.28 


$1,656,429 
2,213,167 


164.28 


$1,788,094 
2,184,896 


$3,982,784  $3,869,596  $3,972,990 


$2,697,625  $2,142,952  $2,202,930 

947,351  1,416,720  1,445,049 

205,066  177,182  192,269 

$3,850,042  $3,736,854  $3,840,248 

132,742  132,742  132,742 


%  Change 
Biennium 
1977  -  79 


3.4 
56.7 


(4.2) 


(18.9) 

39.8 

(12.9) 

(3.2) 
(6.6) 


$4,130,365   $3,982,784  $3,869,596   $3,972,990    (3.3) 


The  forest  resources  program  is  a  consolidation  resulting  from 
combining  the  forest  management,  fire  protection  and  institutional 
forest  work  programs. 

The  program  has  authority  to  employ  145.68  FTE.   In  fiscal  1976  and 
1977  more  than  50  additional  full  time  positions  were  authorized  to  be 
paid  with  CETA  money.   These  persons  are  employed  primarily  as  forest 
workers  on  thinning  projects  and  other  jobs  that  the  department  ne- 
glected in  favor  of  higher  priority  assignments. 
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The  recommended  budget  is  3 . 3  percent  less  than  the  sum  of  the 
fiscal  1976  expenditures  and  those  anticipated  for  fiscal  1977  primarily 
as  a  result  of  the  large  budget  amendments. 

The  recommended  budget  includes  18.6  new  FTE. 

Our  recommendation  is  to  establish  the  position  for  a  heavy  equip- 
ment operation  instructor  at  the  Swan  River  youth  forest  comp.   The 
position  is  financed  by  the  general  fund.   The  present  occupational 
training  program  at  the  camp  is  limited  to  forest  labor  work  and  some 
carpentry  education.   The  new  position  will  allow  training  in  equipment 
operation  and  will  provide  better  job  opportunities  for  the  boys  when 
they  are  released. 

The  recommended  budget  includes  1.6  FTE  positions  for  part  time 
help  at  the  forestry  division's  nursery  in  Missoula.   Approximately  five 
persons  will  be  hired  for  the  summer  growing  season.   These  positions 
will  be  utilized  to  cultivate  the  seedling  fields.   Weeds  are  becoming  a 
serious  problem  at  the  nursery  and,  as  a  result  of  competition  for  the 
available  water  and  nutrients,  it  is  taking  one  year  longer  to  grow  the 
seedlings  to  proper  transplanting  size.   These  positions  and  related 
expenses  will  be  covered  by  Clark-McNary  federal  funds  and  seedling 
sales  revenue. 

Sixteen  additional  FTE  positions  are  recommended  for  forest  in- 
ventory and  thinning  work.   All  are  part  time  positions  and  will  be 
financed  from  earmarked  and  federal  money.   The  department  anticipates 
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hiring  more  than  30  persons,  part  time,  to  fill  the  positions.   CETA 
funds  will  probably  be  available  to  continue  this  program. 

Two  other  unusual  increases  are  also  included  in  the  recommendec 
budget. 

Additional  slash  disposal  fees  amounting  to  $367,000  each  year  of 
the  biennium  are  anticipated  to  be  returned  to  the  private  landowners 
for  proper  reclamation  and  cleaning  of  logged  areas  on  private  land. 
There  appears  to  be  a  significant  increase  in  the  logging  of  private 
lands  as  logging  on  federal  land  declines.   The  law  requires  the  de- 
partment to  assess  a  fee  to  insure  that  the  land  will  be  properly  re- 
claimed.  At  this  time  more  than  $600,000  is  held  to  be  returned  in  the 
next  eighteen  months  and  the  department  only  has  authority  to  return 
$233,000  in  its  current  budget.   The  additional  $367,000  will  give  the 
department  authority  to  return  to  the  landowners  the  amount  that  is 
presently  being  received.   The  slash  disposal  balance  has  increased  from 
slightly  in  excess  of  $200,000  to  more  than  $600,000  in  the  last  three 
years. 

A  total  of  $52,602  is  recommended  to  be  transferred  each  year  of 
the  biennium  to  the  U.S.  forest  service  for  contracted  fire  protection 
for  private  and  state  land  in  areas  where  the  U.S.  forest  service  land 
predominates.   The  U.S.  forest  service  raised  its  contract  fee  just 
enough  to  cover  the  increased  fire  protection  assessment  authorized  by 
the  1975  legislature. 
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Energy  Planning 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

26.38 


$  134,568 
1,114,377 


$281,927 

406,873 

504 

$689,304 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


28.40 


17.94 


$   139,568 
2,172,208   $1,434,454 


$1,248,945   $2,311,776   $1,434,454 

3,356 
556,285 


415,116 

441,660 

50,000 


246,649 

104,805 

3,000 


$   906,776  $  354,454 
1,405,000   1,080,000 


%  Change 
Biennium 
1977  -  79 


17.94 


$1,792,076 
$1,792,076 


$   263,967 

107,509 

600 

$  372,076 
1,420,000 


(1.8) 

(9.4) 


$689,304   $2,311,776   $1,434,454   $1,792,076 


(26.8) 
(75.0) 
(92.9) 

(54.5) 
77.9 

7.5 


The  energy  planning  program  is  primarily  responsible  to  implement 
the  Montana  utility  siting  act  and  the  alternative  energy  development 
and  demonstration  act. 

Due  to  the  virtual  completion  of  the  Colstrip  3  and  4  evaluation 
and  hearings  in  fiscal  1976,  many  of  the  authorized  positions  are 
vacant.   Our  recommendation  is  to  continue  with  a  reduced  staff  to 
evaluate  the  small  projects  that  are  regularly  submitted  and  utilize  the 
budget  amendment  process  for  authority  to  hire  more  personnel  and  spend 
additional  money  in  the  event  a  major  project  is  proposed. 
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The  dominant  item  in  the  recommended  budget  is  $1,080,000  in  fiscal 
1978  and  $1,420,000  in  fiscal  1979  for  alternative  energy  grants. 

At  this  time  the  alternative  energy  advisory  committee  has  au- 
thorized nearly  $500,000  to  be  granted  for  demonstration  projects.   The 
department  anticipates  that  the  board  will  grant  nearly  three  times  that 
amount  by  1979. 

The  department  submitted  the  fiscal  1977  budget  anticipating  a 
major  siting  study  near  Circle  that  has  not  materialized.   The  funds 
will  not  be  available  until  the  project  is  initiated  and  the  date  has 
not  been  determined.   Actual  program  expenditures  should  be  similar  in 
fiscal  1977  to  the  level  anticipated  in  the  fiscal  1978  budget.   The 
funding  level  presented  for  fiscal  1977  is  considerably  overstated. 

General  funds  are  no  longer  needed  to  finance  this  program  as  the 
1975  legislature  earmarked  a  portion  of  the  electrical  energy  producers 
tax  to  operate  the  energy  planning  program.   To  offset  the  erroneous 
general  fund  appropriations  the  department  reverted  a  like  amount  of  the 
newly  earmarked  revenue  to  the  general  fund. 


31fc 


DEPARTMENT  OF  BUSINESS  REGULATION 

Fiscal 

1979  Biennium 

FTE  General  Fund  Other  Funds  Total  Funds 

Executive  Budget                   49.25  $1,617,692  $487,032  $2,104,724 

LFA  Recommendation                 53.00  1,709,136  461,512  2,170,648 

Executive  over  (under)  LFA          (3.75)  $(91,444)  $25,520  $(65,924) 


The  primary  difference  between  the  two  figures  is  our  recommended 
addition  of  one  FTE  in  the  weights  and  measures  program  and  the  executive 
recommendation  to  reduce  five  bank  auditors  from  the  current  level  in 
the  financial  program. 

Our  recommendation  includes  an  additional  position  in  the  weights 
and  measures  program  to  facilitate  conversion  to  the  metric  system  and 
pick  up  additional  inspections  of  liquid  propane  gas  meters. 

The  executive  recommendation  reduces  the  audit  staff  of  the  financial 
program  primarily  because  of  duplication  between  state  and  federal  agencies, 
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DEPARTMENT  OF  BUSINESS  REGULATION 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriate 

Total  Funds 

Reversion-General  Fund 
Reversion  ERA 

Expenditures  By  Object 

Personal  Services 
Operating  Expense 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fisca1 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

52.0 


$700,424 
236,544 


52.0 


53.0 


53.0 


$763,061 

$   807,535 

$   837,165 

$  871,971 

8.8 

222,797 

240,035 

227,795 

233,717 

(.3) 

$985,858 

$1,047,570 

$1,064,960 

$1,105,688 

6.7 

35,551 

13,339 

$   777,959 
269,611 


$   811,818 
253,142 


$  845,303  12.1 
260,385   1.5 


$936,968    $1,047,570   $1,064,960   $1,105,688   9.4 


Summary 

The  department  of  business  regulation  appropriation  request  for  the 
1978-79  biennium  is  38.8%  larger  than  the  sum  of  the  actual  expenditures 
in  fiscal  1976  and  the  fiscal  1977  appropriation.   Expanded  programs 
account  for  25.7  percent  of  the  increase.   The  rate  of  expansion  may  be 
understated  as  it  is  based  partly  on  the  fiscal  1977  appropriation.   If 
the  department  reverts  5  percent  of  the  fiscal  1977  appropriation  as  it 
did  in  fiscal  1976  the  rate  of  expansion  will  be  larger. 

Our  recommendation  for  the  1978-79  biennium  is  9.4  percent  greater 
than  the  previous  biennium  and  includes  one  of  the  twelve  new  positions 
requested . 
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All  program  budgets  were  developed  by  applying  standard  inflation 
rate  increases  to  the  fiscal  1976  expenditures.   Personal  services  were 
developed  by  projecting  the  authorized  staff  to  the  proper  grade  and 
step  of  the  present  pay  schedule  and  adjusting  for  benefit  rate  changes 
due  to  scheduled  public  employee  retirement  adjustments. 

A  program  by  program  analysis  of  the  current  and  expanded  budgets 
follows. 

Centralized  Services 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE  6  7  7  7 

Fund  Source 

General  Fund  $  83,796  $  99,046  $  98,241  $101,168    9.1 

Other  Funds-Appropriated  24,845  29,474  29,560  30,440   10.5 

Total  Funds  $108,641  $128,520  $127,801  $131,608    9.4 


Reversion-General  Fund 

65 

Reversion-Other 

882 

Expenditures  By  Object 

Personal  Services 

$  91,610 

$109,268 

$109,263 

$111,694 

10.0 

Operating  Expenses 

16,084 

19,252 

18,538 

19,914 

8.8 

Total  Expenditures 

$107^694 

$128,520 

$127,801 

$131,608 

9.8 

The  recommended  budget  increase  for  centralized  services  is  9.8 
percent  over  the  1977  biennium.   The  increase  represents  a  minimum 
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percentage  growth  and  may  understate  the  actual  increase  if  reversions 
occur  in  fiscal  1977  as  they  did  in  fiscal  1976. 

Approximately  $2,725  for  supplies  and  equipment  was  added  each   ear 
of  the  biennium  over  the  normal  inflation  factors  to  accommodate  the 
full  establishment  of  a  new  legal  section.   The  1975  legislature  a 
pproved  a  legal  services  section  in  the  central  services  program. 

The  lawyer  was  in  place  in  fiscal  1976.   The  legal  secretary 
position  was  established  and  filled  in  fiscal  1977. 

The  itemized  budget  did  not  request  sufficient  appropriation  to 
meet  documented  insurance  needs.   An  additional  $1,010  was  added  to  the 
central  service  budget  to  meet  this  expense. 
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Weights  and  Measures 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 

FTE  11  11  12  12 

Fund  Source 

General  Fund                $201,407     $205,235    $240,083   $247,764    20.0 
General  Fund  Transfer  4,539        4,703    

Total  Funds  $205,946     $209,938    $240,083   $247,764    17.3 

Reversion-General  Fund         15,033 

Expenditures  By  Object 

Personal  Services  $126,847     $141,829    $158,561    $162,535    19.5 

Operating  Expenses  64,066       68,109      81,522     85,229    26.2 

Total  Expenditures  $190,913     $209,938    $240,083   $247,764    21.7 

The  recommended  weights  and  measures  biennial  budget  is  21.7  per- 
cent greater  than  the  sum  of  the  fiscal  1976  expenditures  and  the  fiscal 
1977  appropriation. 

The  addition  of  a  new  metrologist  position  to  coordinate  metric 
conversion,  and  the  replacement  of  the  2  1/2  ton  and  3  ton  weight  and 
scale  trucks  are  responsible  for  nearly  19  percent  of  the  increase. 

The  department's  request  for  expanded  programs  included  two  full 
time  positons  and  related  expenses.   One  position,  the  metrologist,  was 
to  conduct  metric  educational  programs  for  field  personnel,  industry  and 
the  public,  and  direct  calibrating,  testing  and  the  conversion  from  the 
customary  to  the  metric  system. 
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The  other  position  was  to  assist  in  field  inspection  and  inspect 
liquid  propane  vapor  measuring  devices. 

Our  recommendation  is  that  the  state  start  into  the  metric  field 
moderately  and  combine  the  vapor  meter  inspections  with  the  metrologist 's 
duties.   The  department  requested  $42,636  in  fiscal  1978  and  $43,117  in 
fiscal  1979  for  these  programs.   Our  recommendation  is  for  $22,060  in 
fiscal  1978  and  $22,354  in  fiscal  1979. 

The  replacement  of  two  weight  trucks  is  necessary  at  this  time. 
Both  vehicles  have  over  100,000  miles  on  them.  By  the  time  they  are 
replaced  both  will  exceed  130,000  miles.  The  estimated  costs  of  the 
trucks  is  $15,500  in  fiscal  1978  and  $17,500  in  fiscal  1979.  Vehicle 
maintenance  expense  was  reduced  slightly  because  the  new  trucks  will 
require  less  upkeep. 
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Financial  Program 


FTE 

Fund  Source 

General  Fund 

General  Fund  Transfer 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

19 

$362,022 
20,317 

$382,339 

9,922 


$279,215 
93,202 


19 


$383,414 
20,445 


$303,112 
100,747 


39 


19 


$412,996    $434,702   13.7 


$317,709 
95,287 


$403,859    $412,996    $434,702    7.8 


$338,824   12.7 
95,878    (1.4) 


$372,417     $403,859    $412,996    $434,702    9.2 


The  financial  program  is  responsible  for  annual  examination  of  all 
state  chartered  banks.   All  but  19  of  the  102  banks  under  the  state's 
jurisdiction  were  examined  in  1975.   The  department  requested  10  new 
employees  to  fulfill  the  statutory  requirement  of  annual  examinations 
and  review.   Analysis  reveals  that  each  of  the  102  banks  is  also  ex- 
amined either  by  the  Federal  Reserve  Bank  or  the  Federal  Deposit  In- 
surance Corporation.   Both  organizations  make  sure  that  problem  banks 
are  audited  in  detail  at  least  once  per  year.   Each  organization  also 
makes  use  of  an  early  warning  monitoring  system  to  identify  trouble 
areas  at  an  early  date. 


3^3 


Page  8  -  Business  Regulation 

The  present  state  examination  system  duplicates  the  federal  effort 
and  any  expansion  is  unnecessary.   The  law  could  be  changed  to  require 
state  examination  at  least  once  every  two  years  which  would  reduce  dup- 
lication and  still  provide  adequate  protection  to  the  public  from  bank 
failures.   The  present  staff  could  then  devote  more  effort  to  reviewing 
savings  and  loan  associations,  credit  unions,  consumer  loan  and  sales 
finance  companies. 

The  total  budget  reflects  at  least  a  9.2%  increase  over  the  pre- 
vious biennium. 

Milk  Control 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

8.25 

$155,329 
2,390 


$107,416 
45,523 


8.25 


$119,405 
46,604 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


8.25 


8.25 


$166,009    $161,237    $165,416    1.7 


$120,071 
41,166 


$123,678    7.5 
41,738   (10.0) 


$152,939     $166,009    $161,237    $165,416    2.4 
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The  recommended  budget  for  the  1978-79  biennium  reflects  a  2.4  per- 
cent increase  over  the  previous  biennium.   This  small  rate  of  increase 
is  somewhat  misleading.   More  than  $12,000  of  the  fiscal  1976-77  budget 
was  for  legal  services.   This  expense  was  justified  in  the  past  because 
of  litigation  and  hearings  concerning  milk  price  adjustments  and  pro- 
ducer reimbursement  decisions.   The  department  now  has  a  full  time  staff 
attorney  whose  job  it  is  to  handle  the  legal  demands  of  the  department 
and  contracted  private  lawyers  should  be  unnecessary. 

Adjusting  the  legal  expenses  out  of  the  1976-77  base  period  the 
recommended  budget  is  6.4  percent  greater  than  the  previous  biennium. 


Consumer  Protection,  Private  Post-Secondary,  Trade  Regulation 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE  7 

Fund  Source 

General  Fund  $  90,980 

Other  Funds-Appropriated       42,623 

Total  Funds 

Reversion-General  Fund 
Reversion  (Other) 

Expenditures  By  Object 

Personal  Services  $  95,336 

Operating  Expenses  17 ,669 

Total  Expenditures  $113,005 


$  94,692 
44,552 


$  86,343 
37,000 


$  88,337    (5.9) 
37,861   (14.1) 


$133,603     $139,244    $123,343    $126,198    (8.5) 

10,531 
10,067 


$104,345 
34,899 


$106,216 
17,127 


$108,572    7.6 
17,626   (33.9) 


$139,244    $123,343    $126,198    (1.1) 
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The  department  of  business  regulation  is  attempting  to  combine 
three  separate  programs  into  one.   This  idea  has  merit  as  the  division 
head  of  the  consumer  protection  program  also  oversees  the  post-secon  'ary 
education  and  trade  regulation  programs.   The  consolidation  of  the  three 
offices  should  allow  more  efficient  utilization  of  the  current  personnel 
and  enable  future  workload  increases  to  be  handled  without  staff  growth. 

Our  recommended  budget  for  the  combined  programs  is  a  1%  reduction 
from  the  sum  of  1976  expenditures  and  the  fiscal  1977  appropriation. 
However,  if  the  division  reverts  15%  of  the  fiscal  1977  appropriation  as 
was  the  case  in  1976,  the  recommended  budget  represents  an  8%  increase 
over  the  actual  expenditures.   The  1978-79  biennial  recommendation 
should  eliminate  the  need  for  reversions  in  the  coming  biennium. 

Another  point  that  must  be  considered  is  the  fact  that  more  than 
$3,000  of  one-time  expenses  were  incurred  in  the  establishment  of  the 
post-secondary  education  program  and  a  pro-rata  assessment  for  the  new 
legal  division's  equipment  in  fiscal  1976. 

Another  area  of  concern  within  this  division  is  the  build  up  of  a 
significant  balance  in  the  food  distributors'  tax  account.   Tax  revenue 
in  fiscal  1976  was  double  the  trade  regulation  expenses.   The  trade 
regulation  program  is  financed  entirely  by  the  food  distributors  ear- 
marked revenue.   The  balance  in  this  account  at  the  close  of  fiscal  1976 
was  $81,088.   Program  expenses  for  fiscal  1976  were  $37,492.   Assuming 
tax  revenue  increases  between  1  percent  and  2  percent  each  year  and  the 
adoption  of  the  recommended  appropriation,  the  food  distributors  account 
balance  could  exceed  $160,000  by  the  end  of  fiscal  1979.   The  legis- 
lature should  consider  whether  or  not  a  balance  of  this  magnitude  is 
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appropriate.   A  $160,000  balance  could  operate  the  current  trade  re- 
gulation program  until  1983  without  additional  tax  collections. 

There  appears  to  be  a  proliferation  of  consumer  protection  functions 
in  Montana  state  government.   All  field  programs  in  the  business  regu- 
lation department  are  charged  with  duties  to  protect  consumer  interests. 
The  department  of  health  in  the  environmental  program  is  responsible  for 
administering  laws  in  a  consumer  interest  concerning  food,  drugs, 
cosmetics  and  radiation.   The  department  of  agriculture  carries  out 
specific  duties  controlling  the  quality  of  agricultural  products  that 
can  be  sold  to  the  public.   They  also  monitor  and  test  feed,  seed, 
fertilizer,  and  pesticides;  all  in  the  consumer  interest.  The  department 
of  professional  and  occupational  licensing  has  31  autonomous  licensing 
boards  that  have  responsibility  to  police  the  activity  of  their  members 
to  insure  that  fair  treatment  is  afforded  the  Montana  consumer. 

The  legislature  should  determine  how  much  consumer  protection  is 
appropriate  and  possibly  consolidate  the  consumer  protection  effort. 

The  federal  government  also  expends  considerable  effort  in  consumer 
protection  and  possibly  some  of  our  programs  are  duplicated. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

32 

$1,310,717 

$32,000 

PI, 342, 717 

32 

1,329,832 

32,000 

1,361,832 

-0- 

$(19,115) 

-0- 

$(19,115) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  between  the  legislative  and  executive  figures  is 
primarily  our  recommendation  to  add  $13,000  each  year  of  the  biennium 
for  rent  and  janitorial  expenses.   The  addition  will  allow  the  depart- 
ment to  consolidate  into  one  building.   The  full  $26,000  addition  over 
the  biennium  is  not  fully  reflected  in  the  appropriation  difference 
due  to  the  application  of  more  conservative  inflation  factors  by  the 
legislative  analyst. 
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DEPARTMENT  OF  PUBLIC  SERVICE  REGULATION 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Reversion-Other 

Expenditures  By  Object 

Personal  Services 
Operationg  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

32 


$764,428* 
14,000 
4,673 


Appropriated 

Fiscal 

1977 

32 


$725,758* 
16,000 


LFA  Recommended     %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


32 


$659,253 
16,000 


32 


$670,579   (10.7) 
16,000    6.7 


$783,101     $741,758    $675,253    $686,579   (10.7) 

37,209 

4,221 


$455,314 
286,357 


$741,671 
$741,671 


$509,853 

195,905 

20,000 

$725,758 
16,000 

$741,758 


$499,887 
175,366 


$675,253 
$675,253 


$509,776    4.6 
176,803   (27.0) 


$686,579    (7.2) 
$686,579   (8.2) 


*  Adjusted  for  budget  transfer  to  FY-76  of  $50,000  from  FY-77  appropriation. 

Summary 

The  department  of  public  service  regulation  submitted  a  $1,499,847 
budget  request  for  the  1979  biennium.   Our  recommendation  is  to  ap- 
propriate $1,361,832. 

That  the  recommended  expenditures  reflect  a  8.2  percent  decrease 
from  the  1977  biennium  is  somewhat  misleading.   The  current  biennium 
budget  includes  a  one-time  S150,000  appropriation  for  freight  rate  and 
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utility  analysis.   The  current  request  for  contracted  services  was  sig- 
nificantly smaller  than  the  1977  biennial  appropriation. 

Nearly  all  items  in  the  recommended  budget  were  derived  by  applying 
standard  inflation  rates  to  the  fiscal  1976  expenditures.   The  only 
increases  significantly  larger  than  the  inflation  rates  provided  are  for 
building  rent  and  maintenance. 

The  department  is  moving  into  additional  space  in  the  present 
building.   The  department  will  assume  an  additional  3,000  square  feet  of 
space  which  is  responsible  for  nearly  a  $13,000  increase  in  rent  and 
janitorial  expenses. 

The  present  operation  is  housed  in  cramped  quarters  and  must 
utilize  a  nearby  private  residence  for  office  space.   In  addition  the 
new  space  will  allow  many  of  the  rate  hearings  to  be  held  at  their  own 
office  instead  of  in  the  house  or  senate  galleries. 

Merger  of  Motor  Carrier  Enforcement  and  Gross  Vehicle  Weight  Division 

The  legislature  should  look  into  the  possibility  of  consolidating 
the  motor  carrier  enforcement  bureau  of  the  public  service  regulation 
department  with  the  gross  vehicle  weight  division  of  the  highway  de- 
partment.  The  motor  carrier  enforcement  division  consists  of  staffing 
in  each  of  five  geographic  areas.   This  staff  has  the  responsibility  to 
see  that  over  the  road  freight  and  passenger  carriers  are  properly 
licensed  and  insured.   To  carryout  this  function  freight  and  passenger 
carriers  are  stopped  and  their  credentials,  permits  and  licenses  are 
checked . 
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The  gross  vehicle  weight  division  of  the  highway  department  also 
stops  the  same  vehicles  either  at  established  weigh  stations  or  by 
mobile  units  to  insure  compliance  with  other  regulations.   We  suggest 
that  both  inspections  could  be  carried  out  simultaneously  at  one  stop. 

The  fact  that  in  excess  of  one-third  of  the  time  logged  by  enforce- 
ment officers  of  the  public  service  regulation  department  is  spent  at 
G.V.W.  weigh  stations  gives  further  credence  to  our  belief  that  in- 
spections could  be  carried  out  more  efficiently  by  a  combined  staff.  If 
public  service  enforcement  functions  were  consolidated  into  the  gross 
vehicle  weight  division,  there  is  a  strong  possibility  of  cost  savings. 

The  effect  of  staff  consolidation  would  allow  more  vehicles  to  be 
inspected  and  eliminate  the  possibility  of  vehicles  being  detained  twice 
by  two  separate  state  agencies  enforcing  different  regulations. 
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Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 
1979 

FTE 

48.66 
43.11 

5.55 

General  Fund 


— Biennium 

Other  Funds 

$2,813,796 
2,392,046 

$421,750 


Total  Funds 

$:  ,813,796 
2,392,046 

$421,750 


The  primary  reasons  for  the  $421,750  recommended 
difference  are  the  application  of  different  inflation  factors  and  the 
executive's  approval  of  modified  budgets  for  several  boards.   The 
modified  budget  approval  added  5.55  additional  FTE's. 

A  summary  of  the  approved  modifieds  is  given  below. 


Board 


Cosmetologists 


Engineers 


Fiscal 
1978 

$   5,953 


Dentists 

4,335 

Electrical 

6,881 

Horse  Racing 

4,247 

Medical  Examiners 

9,578 

Nursing 

6,300 

Nursing  Home 

Admin . 

5,060 

Pharmacists 

4,800 

Plumbers 

35,075 

Fiscal 
1979 


Justification 


3,700 

32 


$   5,358  To  provide  for  higher  than  normal 
inflation  &  increased  legal  fees. 

5,268  Out-of-state  board  travel. 

14,571   FTE  increase  to  make  more 
inspections. 

11,991   To  hire  an  executive  secretary. 

12,918   To  provide  more  legal  services. 

18,080  To  provide  for  more  travel  and 

an  executive  secretary  trainee  FY-79. 

6,350   Contracted  services  and  travel 
additions. 

5,800   Increased  travel,  legal  fees 
and  printing. 

41,780  To  provide  additional  personnel  to 

inspect  user  permits  for  all  plumbing 
to  assure  the  public  it  complies 
to  the  code. 

4,350   For  additional  legal  expenses 
and  travel. 
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Board 

Veterinarians 

Psychologists 

Sanitarians 

Private  Investigators 

Speech  Pathologists 

Warm  Air  Heating  &  Ai] 
Conditioning 


Fiscal 

Fiscal 

1978 

1979 

$    200 

$    350 

1,700 

1,800 

298 

302 

358 

444 

1,550 

1,550 

27,994 

51,542 

$118,029 

$182,454 

Justification 

For  additional  legal  expenses. 

For  additional  travel  and 
contracted  services. 

For  additional  travel. 

To  provide  additional  rules 
and  forms 

To  provide  additional  travel  and 
board  compensation. 

To  provide  funding  to  implement 
the  law  that  is  presently  being 
tested  in  the  court  for 
constitutionality. 


The  application  of  different  inflation  rates  accounts  for  $121,267 
difference  in  the  executive  and  legislative  recommendations. 


333 


Page  3  -  P  &  0  Licensing 

DEPARTMENT  OF  PROFESSIONAL  AND  OCCUPATIONAL  LICENSING 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 

FTE  43.45        43.01        43.04        43.11 

Fund  Source 

Other  Funds-Appropriated      $1,114,263  $1,248,412         $1,180,001        $1,212,045       1.2 

Other  Funds-Budget  Amended     3,000 

Other  Funds-Supplementals     21,077     


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Total  Funds  $1,138,340  $1,248,412  $1,180,001  $1,212,045  .2 

Reversion-Other  118,033 

Expenditures  By  Object 

Personal   Services  $      541,806  $      650,3  13  $     675,959  $      693,853  14.9 

Operating  Expenses  472,369                  592,092  499,557              514,552  (4.7) 

Capital  6,132                       6,007  4,485                   3,640  (33.1) 

Total  Expenditures  $1,020,307  $1,  248,412  $1,180,001  $1,212,045  5.4 
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Fiscal 

Program  1976 

Central  Services  $   85,012 

Bd.  of  Abstractors  2,392 

Bd.  of  Architects  8,886 

Bd.  of  Athletics  2,145 

Bd.  of  Barbers  16,685 

Bd.  of  Chiropractors  7,264 

Bd.  of  Cosmetologists  51,942 

Bd.  of  Dentists  13,736 

Bd.  of  Electricians  249,811 

Hearing  Aid  Distributors  4,123 

Bd.  of  Horse  Racing  62,994 

Bd.  of  Massage  Therapists  2,608 

Bd .  of  Medical  Examiners  42,757 

Bd.  of  Morticians  5,620 

Bd.  of  Nursing  80,227 
Bd .  of  Nursing  Home  Administrators   11,206 

Bd.  of  Optometrists  4,590 

Bd.  of  Osteopaths  694 

Bd.  of  Pharmacists  46,888 

Bd.  of  Plumbers  41,251 
Bd .  of  Prof.  Engineers  &  Land  Surv.  42,506 

Bd.  of  Public  Accountants  38,576 

Bd.  of  Real  Estate  169,697 

Bd.  of  Veterinarians  5,737 

Bd.  of  Water  Well  Contractors  7,615 

Bd.  of  Psychologists  2,281 

Bd.  of  Sanitarians  1,183 

Bd.  of  Private  Investigators  1,099 

Bd .  of  Landscape  Architects  1,342 
Bd .  of  Speech  Pathologists  & 

Audiologists  2,818 
Bd.  of  Warm  Air  Heating  &  Air 

Conditioning  6,622 

Bd.  of  Radiologic  Technologists  -0- 


Fiscal 
1977 

100,033 

2,520 

16,084 

2,381 

19,500 
7,684 

68,965 

11,011 

304,004 

3,293 
80,308 

3,355 
55,798 

7,596 
77,076 

12,770 
7,934 
888 
47,274 
55,397 
45,895 
47,601 

228,243 
8,519 
9,183 
2,401 
1,515 
1,127 
2,870 

4,520 

6,052 
6,615 


Fiscal 
1978 


$   98 

,861 

2 

,569 

10 

,507 

3 

,763 

19 

,866 

6 

,216 

62 

,363 

11 

,389 

296 

,055 

2 

,789 

81 

,511 

2 

,501 

51 

,446 

7 

,602 

85 

,452 

13 

,685 

5 

,200 

748 

51 

,634 

45 

,601 

44 

,923 

43 

,401 

190 

,209 

8 

,090 

7 

,490 

2 

,471 

1 

,881 

2 

,021 

1 

,686 

3 

581 

7 

,379 

7 

,111 

Fiscal 
1979 

101,903 

2,684 

10,847 

3,872 

20,803 

6,529 

64,227 

11,927 

302,566 

2,781 

84,575 

2,560 

52,748 

7,767 

88,771 

13,989 

5,326 

782 

52,808 

46,632 

45,918 

44,716 

194,554 

8,238 

7,623 

2,572 

1,934 

2,127 

1,748 

3,695 

7,596 
7,227 


Total 


$1,020,307   $1,248,412  $1,180,001   $1,212,045 
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The  recommended  budget  for  the  professional  and  occupational 
licensing  department  provides  for  at  least  a  5.4  percent  increase  in 
expenditures  over  the  1977  biennium.   If  the  thirty-one  separate  pro  • 
grams  revert  10  percent  of  the  fiscal  1977  appropriation  as  was  the  case 
in  fiscal  1976,  the  recommended  budget  will  allow  much  more  than  a  5.4 
percent  expenditure  increase. 

The  thirty-one  autonomous  professional  licensing  boards  are  de- 
legated to  the  department  of  professional  and  occupational  licensing  for 
"administrative  purposes  only".   Being  subject  to  the  department  for  ad- 
ministrative purposes  only  creates  some  fiscal  management  problems. 

The  independent  boards  tend  to  operate  with  little  consideration 
for  legislative  appropriation  limits.   The  result  is  that  a  considerable 
number  of  budget  amendments  or  supplemental  appropriations  must  be 
reviewed  due  to  appropriation  overruns. 

Nine  supplemental  appropriations  and  one  budget  amendment  were 
processed  in  fiscal  1976.   The  total  dollar  amount  was  $24,077.   At 
least  this  number  of  supplemental  appropriations  will  be  submitted  for 
legislative  consideration  in  the  1977  session.   The  basic  justification 
for  many  of  the  increased  levels  of  spending  is  that  the  money  is  available. 

The  department  director  cites  section  82A-108  saying  he  does  not 
have  the  authority  to  stop  boards'  spending.   Section  82A-108  states 
that  "An  agency  allocated  to  a  department  for  administrative  purposes 
only  in  this  title  shall: 

(1)  Exercise  its  quasi-judicial,  quasi-legislative  licensing  and 
policy  making  functions  independently  of  the  department  and  without 
approval  or  control  of  the  department . "   (emphasis  added) 
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The  director  is  unsure  as  to  whether  holding  the  boards  to  budget 
limits  interferes  with  the  licensing  or  policy  making  functions. 

However,  section  2a  of  82A-108  states  "The  department  to  which  an 
agency  is  allocated  for  administrative  purposes  only  in  this  title 
shall:   Direct  and  supervise  the  budgeting,  recordkeeping,  reporting  and 
related  administrative  and  clerical  functions  of  the  agency."  (emphasis 
added) 

We  belive  that  "direction  of  budgeting"  includes  authority  to  limit 
board  expenditures  to  the  appropriation. 

The  central  office  submitted  a  budget  modification  request  to 
establish  a  legal  bureau.   Four  positions  consisting  of  two  lawyers,  an 
investigator  and  a  legal  secretary  are  requested  to  establish  full  legal 
services  for  the  boards  within  the  department.   The  state  general  fund 
is  the  anticipated  funding  source. 

The  department  director  believes  the  one  lawyer  on  the  staff  is 
insufficient  to  handle  the  legal  workload  expected  by  the  boards.   He 
contends  that  the  boards  could  be  much  more  effective  in  policing  its 
own  members  if  an  adequate  investigative  and  enforcement  staff  were 
available. 

We  question  the  propriety  of  providing  general  fund  support  to  an 
entirely  earmarked  revenue  financed  department.   Arguments  supporting 
the  modification  and  the  general  fund  appropriation  stress  the  consumer 
protection  role  of  the  independent  licensing  boards.   One  of  the  re- 
servations we  have  is  just  how  much  consumer  protection  is  provided  by 
the  boards.   In  fiscal  1976  the  boards  collectively  suspended  or  revoked 
only  16  licenses  of  the  35,266  issued  for  that  period. 
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Budget  limitations  are  suggested  as  the  primary  reason  for  the  lack 
of  professional  supervision  especially  by  the  boards  with  limited  funds. 

An  alternative  solution  would  be  to  transfer  the  license  fee  rev  nue 
to  the  state  general  fund  and  appropriate  general  funds  to  the  department. 

A  state  financed  and  adequately  staffed  agency  that  licenses  and 
polices  professions  with  consumer  protection  as  the  primary  goal  might 
enhance  the  credibility  of  the  department  in  the  public  eye. 

License  fees  charged  by  many  of  the  boards  appear  to  be  in  excess 
of  board  expenditure  requirements.   Significant  fund  balances  are  being 
accumulated  in  these  state  fund  accounts. 

We  recommend  that  the  boards  retain  emergency  cash  balances  not  to 
exceed  $5,000.   Funds  in  excess  of  $5,000  in  each  account  should  be 
transferred  to  the  general  fund  as  any  other  state  revenue  excess  to 
finance  the  general  cost  of  government.   Such  action  would  provide 
$525,404  of  additional  revenue  into  the  general  fund  at  this  time  and 
continue  as  a  future  source  of  revenue.   The  amounts  to  be  transferred 
from  each  fund  are  indicated  below. 


Central  Services 

Bd .  of  Abstractors 

Bd.  of  Architects 

Bd.  of  Athletics 

Bd.  of  Barbers 

Bd .  of  Chiropractors 

Bd.  of  Cosmetologists 

Bd.  of  Dentists 

Bd.  of  Electricians 

Hearing  Aid  Distributors 

Bd.  of  Horse  Racing 

Bd.  of  Massage  Therapists 

Bd .  of  Medical  Examiners 

Bd .  of  Morticians 

Bd.  of  Nursing 

Bd.  of  Nursing  Home  Admin. 

Bd.  of  Optometrists 

Bd.  of  Osteopaths 


$  1,909  Bd.  of  Pharmacy          $37,846 

-0-  Bd.  of  Plumbers           33,755 

4,097  Bd.  of  Prof.  Eng.  &  Land 

20,083  Surveyors              11,588 

470  Bd.  of  Public  Accountants  28,160 

-0-  Bd.  of  Real  Estate       123,553 

14,622  Bd.  of  Veterinarians          30 

6,191  Bd.  of  Water  Well  Cont .    19,149 

46,237  Bd.  of  Psychologists        -0- 

-0-  Bd .  of  Sanitarians          -0- 

43,687  Bd.  of  Private  Inves.       -0- 

-0-  Bd .  of  Landscape  Arch.      -0- 

32,137  Bd.  of  Speech  Pathologists 

3,244  &  Audiologists            -0- 

54,287  Bd.  of  Warm  Air  Heating  & 

7,817  Air  Conditioning        21,842 

14,700  Bd.  of  Radiologic  Tech      -0- 


-0- 


TOTAL 


$525,404 
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DEPARTMENT  OF  INSTITUTIONS 

Central  Office* 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  154.00   $11,494,986    $1,803,534    $13,298,520 

LFA  Recommendation  181.43     11,948,518     3,263,097     15,211,615 

Executive  over  (under)  LFA         (27.43)     $(453,532)   $(1,459,563)    $(1,913,095) 

*  The  figures  for  the  mental  health  advisory  council  and  the  board  of  visitors 
are  presented  separately. 

The  primary  difference  between  these  recommendations  is  that  we 
recommend  more  general  fund  money  to  the  community  mental  health  pro- 
grams (see  mental  health  bureau  analysis)  than  the  executive.   The 
greater  need  is  precipitated  by  the  deinstitutionalization  of  Warm 
Springs  state  hospital. 

We  also  recommend  that  27.75  FTE  funded  by  comprehensive  employment 
training  act  (CETA)  funds  be  authorized  to  be  continued  with  federal 
funds.   These  positions  were  authorized  by  budget  amendment  in  fiscal 
1976.   The  executive  does  not  recommend  incorporating  CETA  funds  into 
the  budget  for  the  next  biennium. 

We  recommend  that  all  positions  that  have  been  upgraded  by  the 
personnel  bureau  of  the  department  of  administration  be  funded,  and  that 
adult  parole  and  probation  receive  6.18  additional  secretaries  for  field 
services.   The  additional  secretaries  will  free  the  parole  officers 
from  administrative  duties  and  should  preclude  the  need  for  more  parole 
officers.   The  executive  does  not  recommend  the  funding  of  these  positions. 
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DEPARTMENT  OF  INSTITUTIONS 
Central  Office 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal  Biennium 
1978         1979   1977  -  79 


197.84 


166.10 


181.43 


181.43 


$5,389,435J 
1,010,497 
818,358 

$7,218,290 

482,036 


$5,149,711 
803,498 
141, 2722 

$6,094,481 

141,272 


$5,163,656 
1,663,032 


$6,784,862 
1,600,065 


13.4 
80.0 


$6,826,688    $8,384,927   14.3 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

1.  Includes  $551,015  transferred  from  Warm  Springs  to  mental  health  centers  general 
fund. 

2.  $146,666  general  fund  was  appropriated  to  provide  services  funded  in  this  budget 
amendment.   $141,272  should  revert  back  to  the  general  fund. 

Summary 

The  central  office  of  the  department  of  institutions  includes: 

1.  Director  and  staff 

2.  Planning  and  management  division 

(a)  personnel 

(b)  accounting  and  budgeting 

(c)  reimbursement 

(d)  secretarial  staff 


$2,291,111 

$2,391,695 

$2,605,611 

$2,641,965 

12.1 

1,339,914 

1,215,587 

1,216,162 

1,250,053 

(3.5) 

119,369 

20,717 

77,724 

18,685 

(31.2) 

$3,750,394 

$3,627,999 

$3,899,497 

$3,910,703 

5.9 

2,206,564 

2,325,210 

2,927,191 

4,474,224 

63.3 

$5,956,958 

$5,953,209 

$6,826,688 

$8,384,927 

27.7 
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3.    Adaptive  services  division 

(a)  mental  health 

(b)  drug  and  alcohol  to  include  southwest  Montana  drug  program. 

A.    Corrections  division 

(a)  juvenile  aftercare  bureau 

(b)  adult  parole  and  probation  bureau 

(c)  community  corrections  bureau 


The  13.4  percent  recommended  growth  in  the  general  fund  during  the 
1979  biennium  is  caused  by  our  recommending  increased  funding  of  mental 
health,  drug  and  alcohol  and  corrections  programs  in  the  communities. 
The  increased  community  effort  is  to  offset  the  deemphasis  of  institu- 
tional efforts  in  these  areas. 

Staffing 

The  number  of  FTE  drops  in  1977  because  27.75  comprehensive  em- 
ployee training  act  (CETA)  employees  were  not  funded.   We  expect  a 
budget  amendment  to  be  submitted  during  fiscal  1977  requesting  the  ad- 
ditional positions.   We  have  allowed  for  the  27.75  employees  during  the 
1979  biennium  to  be  continued  with  federal  funds.   If  the  27.75 
positions  are  added  by  amendment  during  fiscal  1977,  the  growth  of 
personal  services  next  biennium  would  drop  from  12.1  percent  to  7  percent. 

During  fiscal  1976  the  department  of  institutions  central  office 
consolidated  operations  from  five  separate  locations.   At  the  same  time 
the  scope  of  central  office  responsibilities  was  increased  by  legis- 
lation which  added  adult  parole  and  probation,  the  alcohol  services 
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program  and  the  Governor's  drug  coordinator  to  the  central  office 
responsibilities.   The  department  interpreted  the  44th  legislative 
statute  transferring  the  Governor's  drug  coordinator  (80-2703,  R.C.M. 
1947)  as  also  allowing  the  incorporation  of  the  southwest  Montana  drug 
program  into  the  central  office. 

Because  of  this  consolidation  of  offices,  we  have  identified  economies 
of  staffing  and  recommend  a  reduction  of  six  staff  throughout  the  re- 
organized office.   We  also  support  closing  the  lighthouse  drug  program 
and  the  consequent  reduction  of  nine  FTE. 

We  are,  however,  recommending  that  the  adjusted  current  staffing 
level  be  increased  by  9.18  FTE  during  the  next  biennium.   We  believe 
these  increases  are  necessary  to  provide  the  department  with  centralized 
control  and  coordination. 

The  net  effect  of  our  staffing  recommendation  is  for  a  decrease  of 
5.82  FTE  next  biennium. 

Operating  Expenses 

Operating  expenses  decrease  by  3.5  percent  because  of  these  factors: 

1.  One-time  contracted  services  during  1976  are  not  necessary 
next  biennium, 

2.  the  stipend  program  supporting  staff  in  universities  should  be 
eliminated,  and 

3.  other  operating  expenses  can  be  reduced  by  consolidating  the 
five  offices  into  one. 
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Capital  Outlay 

The  greatest  expense  for  equipment  in  central  office  is  the  pur- 
chase of  automobiles  for  the  16  aftercare  counselors  and  the  24  parol 3 
officers.   The  majority  of  these  vehicles  was  purchased  in  fiscal  1976. 

Director  and  Staff 

The  director  is  asking  for  upgrading  of  a  lawyer  and  audit  position. 
The  positions  have  not  been  audited  by  the  personnel  bureau  for  up- 
grading.  We  therefore  recommend  no  additional  funding. 

Planning  and  Management 

We  recommend  that  the  27.75  CETA  FTE  requested  be  approved  and 
supported  with  federal  funds.   These  positions  were  authorized  by  budget 
amendment  during  fiscal  1976.   The  positions  are  allocated  to  institutions 
as  needed . 

We  also  recommend  funding  the  upgrading  of  three  reimbursement 
officers  which  have  been  approved  by  the  personnel  division. 


Adaptive  Services 

We  recommend  that  funding  each  fiscal  year  of  the  next  biennium  include 
the  following: 

Description 

a)  Division  administrator 

b)  Expanded  mental  health  services 

c)  Community  alcohol  detoxification 

d)  Drug  prevention  &  education 

e)  Out-patient  drug  treatment 


Amount 

Fund 

1978 

1979 

Source 

$  34,855 

$   35,090 

General  Fund 

918,712 

1,469,457 

General  Fund 

200,000 

200,000 

Federal  Grant 

224,846 

224,846 

Federal  Grant 

91,515 

91,515 

Federal  Grant 

344 


Page  6  -  Institutions,  Central  Off. 

Expenditure  of  general  fund  for  the  first  two  purposes  are  nec- 
essary to  develop  and  coordinate  a  mental  health  system  and  fund  the 
increased  utilization  of  the  regional  mental  health  centers  in  lieu  of 
institutionalization.   The  division  administrator  was  funded  this 
biennium  from  general  funds  appropriated  to  support  mental  health 
centers . 

The  alcohol  and  drug  programs  are  requesting  considerable  funds  and 
authority  for  grants  to  non-state  agencies.   We  recommend  the  following 
amounts  be  authorized  on  the  condition  they  be  spent  for  grants  only: 

1978      1979 

Alcohol  $896,213   $896,213 

Drug  (all)         840,203   746,274 

We  recommend  that  all  programs  in  the  department  of  institutions 
that  are  appropriated  money  for  grants  to  other  state  and  non-state 
agencies  be  allowed  to  spend  the  money  for  grants  only.   No  grant  money 
should  be  used  for  any  other  purpose. 
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DEPARTMENT  OF  INSTITUTIONS 

Community  Mental  Health  Centers 
Mental  Health  Bureau 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal        Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  2.0  2.0  2.0          2.0 

Fund  Source 

General  Fund  $1,780,858  $1,330,178  $1,521,066  $3,068,803   47.5 

Other  Funds-Appropriated  83,000  83,000  83,000        83,000 

Other  Funds-Budget  Amended  115,513    


Total  Funds  $1,979,371    $1,413,178   $1,604,066    $3,151,803   40.2 

Reversion-General  Fund         140,633 

Expenditures  By  Object 

Personal  Services  $  54,125  $  43,021  $  43,972  $  44,357  (9.1) 
Operating  Expenses  99,810  62,678  40,480  41,099  (49.8) 
Capital  2,938    300  300    (90.7) 

Total  Operating  Costs     $   156,873    $  105,999   $   84,752    $   85,456   (35.3) 
Non-Operating  Costs        1,590,038     1,307,179   1,519,314     3,066,347   58.3 

Total  Expenditures         $1,746,911    $1,413,178   $1,604,066    $3,151,803   50.5 

Summary 

The  47.5  percent  growth  of  general  fund  money  from  the  1977  biennium 
to  the  1979  biennium  reflects  an  increased  utilization  of  community 
mental  health  facilities  during  the  next  biennium. 

The  increased  utilization  is  the  result  of  Warm  Springs  patients 
receiving  services  in  the  community  rather  than  in  the  institution. 

The  federal  government  is  requiring  that  the  centers  expand  basic 
services  from  five  to  twelve  categories.    Such  an  expansion  is  expected 
to  increase  the  number  of  patients  served  during  the  next  biennium. 
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The  department  of  institutions  estimates  that  the  number  of  cases 
next  biennium  will  be  29,012,  or  9,106  over  the  19,906  cases  this  biennium. 
A  breakdown  of  the  patients  by  region  is: 


CENSUS 


Region 

I 

II 

III 

IV 

V 

Total 


Fiscal  1976 

Fiscal  1977 

Fiscal  1978 

Fiscal  1979 

Actual 

Estimated 
1,400 

Estimated 
1,700 

Estimated 

1,310 

1,900 

1,697 

2,200 

2,900 

3,500 

2,389 

2,500 

2,900 

3,200 

1,719 

2,746 

3,773 

4,339 

1,945 

2,000 

2,300 

2,500 

9,060 


10,846 


13,573 


15,439 


Adding  the  average  daily  population  at  Warm  Springs  for  fiscal  1976 
to  the  patients  seen  by  the  mental  health  centers,  the  total  number  of 
Montanans  receiving  state-funded  psychiatric  care  is  9,831. 

According  to  the  research  task  force  of  the  national  institute  of 
mental  health,  1.43  percent  of  the  population  "receive  psychiatric  care 
of  some  sort."   Using  this  statistic,  the  state  of  Montana,  based  on  an 
estimated  1975  population  of  748,000,  can  expect  about  10,686  treated 
mental  cases  for  1976. 

Since  some  of  the  9,831  patients  were  counted  into  both  the  Warm 
Springs  and  mental  health  center's  count,  and  the  number  of  psychiatric 
cases  treated  and  not  funded  by  state  monies  are  not  included  in  this 
count,  we  can  assume  that  most  of  the  mentally  ill  needing  care  in 
Montana  are  at  least  being  contacted. 
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The  estimate  for  1977  appears  realistic,  but  it  is  doubtful  that 
the  mental  health  clientele  will  reach  the  number  projected  in  1979. 
However,  we  are  basing  our  recommendation  on  the  department's  estimale. 

The  reduction  in  operating  costs  for  the  bureau  next  biennium  is 
twofold: 

1.  There  are  a  large  number  of  one-time  contracted  expenses  in 
fiscal  1976  that  will  not  be  repeated  next  biennium; 

2.  Some  personal  services  costs  and  other  operating  expenses  in- 
curred in  this  biennium  will  not  be  necessary  next  biennium. 

We  have  determined  that  the  increased  general  fund  expenditures  in 
the  community  mental  health  centers  can  be  offset  by  general  fund 
savings  at  Warm  Springs  state  hospital. 

Analysis 

The  community  mental  health  centers,  made  private  non-profit 
agencies  by  the  44th  legislature,  are  funded  from  federal  and  state 
appropriations,  counties'  mill  levies  and  patient  fees. 

General  Fund  Expenditure  Fiscal  1976 

General  fund  dollars  for  fiscal  1976  ($1,540,235)  account  for  42 
percent  of  the  $3,652,111  spent  by  the  mental  health  centers. 

The  general  fund  money  is  contracted  to  the  regional  mental  health 
centers  by  the  mental  health  bureau,  a  part  of  the  central  office  of  the 
department  of  institutions.   The  mental  health  bureau,  with  a  staff  of 
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two,  is  responsible  for  insuring  that  the  mental  health  centers  are  in 
compliance  with  state  laws. 

The  mental  health  bureau  spent  $99,990  general  fund  money  in  fiscal 
1976,  bringing  the  total  general  fund  money  going  to  the  community 
mental  health  services  to  $1,640,225. 


Community  Mental  Health  Centers  and  Mental  Health  Bureau 

Fiscal  1976 


Operating  costs  of  bureau 
Grants  to  mental  health 
centers 

Total 


General  Funds 
Appropriated  To 
Mental  Health  Bureau 

$    60,871 

1,168,972 

$1,229,843 


Amount  Spent 
$    99,990£ 
1,076,433 
$1,176,423 


Total 


General  Funds  Transferred 
To  Mental  Health  Centers 

From  Warm  Springs 
State  Hospital 

551,015b 


$1,780,858 


Amount  Spent 
463,802c 
$1,640,225 


a.  Money  appropriated  for  grants  to  mental  health  centers  was  spent  to 
administer  the  bureau. 

b.  Authority  for  transfer  is  Section  80-2803(2)  R.C.M.  1947 
The  money  transferred  was  broken  down  in  three  categories: 


Part  I  (screening  &  evaluation) 

Part  II  (program  development) 

Part  III  (per  diem  cost  for  services) 

Total 


$  98,000 
126,000 
327,015 

$551,015 
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c.  Parts  I  &  II  are  generally  considered  to  be  "sunk-costs";  i.e.  costs 
that  though  not  completely  spent  in  fiscal  1976  have  been  encumbered. 
We  therefore  consider  these  parts  totally  expended.   Part  III,  though 
awarded  in  a  lump  sum,  had  to  be  reverted  if  proof  of  service  was  tot 
submitted.   $239,802  of  this  amount  was  spent. 


General  Funds  -  Fiscal  1977 


The  decrease  in  the  general  fund  in  fiscal  1977  shown  on  the  sum- 
mary page  is  not  realistic  because  money  probably  will  be  transferred 
again  from  Warm  Springs  for  community  treatment  of  former  patients.   In 
fiscal  1976,  221  patients  were  transferred  for  which  general  funds 
followed  from  Warm  Springs.   The  anticipated  cost  of  services  to  these 
patients  was  $327,015.   The  actual  cost  was  $239,802. 

If  services  increase  in  fiscal  1977  to  the  level  thought  possible 
in  fiscal  1976,  general  fund  available  for  community  mental  health 
programs  will  equal  $1,657,193.   This  adjusted  amount  will  then  change 
the  general  fund  growth  next  biennium  to  34  percent  rather  than  47.5 
percent  over  this  biennium. 

General  Fund  -  1979  Biennium 

Our  analysis  is  based  on  the  expectation  that  the  cost  per  client 
will  increase  in  the  communities  from  $327  in  fiscal  1976  to  $420  in 
fiscal  1978  and  $429  in  fiscal  1979. 

Applying  the  department's  estimate  of  patients  each  of  these  years 

(see  above)  we  believe  that  the  12  services  will  cost: 

Fiscal  1978  $5,700,660 

Fiscal  1979  6,623,331 
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General  funds  for  these  years  is  determined  by  taking  the  total 
costs  for  each  year  and  subtracting  other  funds  available.   The  balance 
remaining  is  the  amount  of  general  fund  needed. 


Cost  of  12  Services 

Less  Federal  Funds: 

-  Staffing  Grants 

-  Children  Grants 

-  314  D 

-  Distress  Grants 

-  Conversion  Grants 


Less  County  Participation: 

Less  Fees  Collected  From  Patients: 

Less  Reserves  Available: 


Fund  Analysis 
1979  Biennium 

Fiscal  1978 
$  5,700,660 


(1,171,923) 

(291,357) 

(73,439) 

(200,352) 

(975,408) 

(335,992) 

(345,272) 
(792,603) 


Balance  to  be  Funded  by  General  Fund    $1,519,314 


Fiscal  1979 
$  6,623,331 

(1,027,502) 

(291,357) 

(62,439) 

(200,352) 

(1,270,526) 

(347,536) 
(357,277) 
-0- 
$3,066,342 


Data  for  all  fund  sources,  except  the  "conversion  grants",  is  taken 
from  information  supplied  to  the  department  by  the  regional  mental 
health  centers. 

Section  80-2804(5)  R.C.M.  1947  allows  the  counties  to  levy  up  to 
"one  (1)  mill.  .  .on  the  taxable  valuation  of  the  county  in  addition  to 
all  other  taxes  allowed  by  law  to  be  levied  on  such  property". 
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The  effective  mill  levy  of  the  participating  counties  by  region 
indicates  that  their  participation  is  not  near  the  one-mill  limit: 


Effective  Mill  Levy  of  Participating 
Counties  by  Region  -  Fiscal  1976 


Region  I 
Region  II 
Region  III 
Region  IV 
Region  V 


.13 
.29 
.35 
.26 
.12 


Effective  Mill  Levy  of  all  44 
Participating  Counties  .23 


Although  the  counties  expect  to  contribute  a  little  more  next 
biennium,  we  can  expect  the  mill  levy  not  to  increase  because  of  the 
increase  in  taxable  value. 

"Conversion  grants"  are  computed  from  the  additional  patients 
estimated  as  a  result  of  expanding  from  5  basic  services  to  12. 

The  federal  government  is  making  the  expansion  to  12  services  man- 
datory.  The  services  breakdown  is: 


5  existing  services 


Inpatient 

Outpatient 

Day  Care 

Partial  Hospitalization 

Emergency  Services 


7  additional  services 


Children  Services 

Geriatric  Services 

Consultation  &  Education 

Screening  &  Evaluation  of  Potential 

Institutional  Residents 
Aftercare  for  Deinstitutionalized  Patients 
Transitional  Care  (halfway  houses) 
Alcohol  and  Drug  Program,  where  needed 
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The  conversion  grant  is  a  grant  from  the  federal  government  avail- 
able "to  all  existing  centers  to  assist  them  in  meeting  the  high  initial 
cost  of  instituting  new  services". 

The  federal  government  will  pay  80  percent  of  the  costs  of  pro- 
viding the  new  services.   Based  on  the  number  of  estimated  patients 
attributed  to  the  seven  additional  services,  we  estimate  the  cost  of 
these  services  to  be: 

Fiscal  1978         Fiscal  1979 

Cost  of  7  Added  Services  $1,219,260  $1,588,157 

Less  80%  Federal  Participation  975,408  1,270,526 

General  Fund  Cost  $243,852  $317,631 

Since  this  grant  is  available  to  all  centers,  we  assume  that  all 
centers  will  utilize  the  grant. 

Other  Recommendations 

During  our  analysis  we  have  observed  that  the  centers  are  not  com- 
plying with  Montana  statutes. 

The  appropriation  bill  for  mental  health  (H.B.  289)  requires  that 
an  operational  plan  be  provided  by  each  center  that  includes  costs, 
number  of  patients  to  be  served,  biannual  audits  by  the  department, 
measurable  performance  indicators  and  a  provision  that  requires  all 
available  non-general  money  be  spent  prior  to  general  fund. 

The  department  has  not  met  these  provisions  of  the  appropriations 
bill. 
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The  diversity  of  fund  sources  for  each  region  along  with  a  frag- 
mented and  non-standardized  reporting  and  accounting  system  makes 
accountability  very  difficult. 

We  therefore  recommend  that: 

1.  The  mental  health  bureau  be  specifically  appropriated  for  as  a 
program  within  the  department  of  institutions; 

2.  A  provision  be  included  in  the  appropriation  bill  that  will  not 
allow  the  mental  health  bureau  to  spend  general  fund  appropriated  for 
use  by  the  regional  mental  health  centers; 

3.  In  addition  to  the  existing  provisions  of  the  appropriation 
bill,  a  provision  be  added  that  if  either  the  centers  or  the  mental 
health  bureau  fails  to  comply  with  the  provisions,  the  allocation  of 
general  funds  be  stopped  by  the  budget  director  until  full  compliance  is 
documented . 

4.  The  mental  health  centers  should  utilize  the  statewide  bud- 
geting and  accounting  system  (SBAS)  so  that  all  funds  and  expenditures 
of  each  mental  health  region  be  easily  identified  in  SBAS; 

5.  A  provision  be  included  in  the  appropriation  bill  that  general 
fund  money  be  allocated  to  each  regional  mental  health  center  based  on 
number  of  patients  and  estimated  average  services  to  be  received  by 
each; 

6.  The  transfer  of  funds  from  Warm  Springs  to  the  mental  health 
centers  be  done  through  the  mental  health  bureau. 
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Corrections  Division 

Our  analysis  supports  the  following  additional  funding: 

Description 

a)  Division  administrator 

b)  Parole  &  probation  support  staff 

c)  Upgraded  positions 

d)  Community  corrections 


Amount 

Fund 

1978 

1979 

Source 

38,830 

$  39,059 

General  Fund 

54,416 

48,750 

General  Fund 

31,396 

31,758 

General  Fund 

141,370 

126,760 

General  Fund 

The  division  administrator  was  previously  funded  from  a  one-time 
LEAA  grant.   The  additional  support  staff  should  allow  additional  field 
time  for  probation  staff.   The  community  corrections  funding  continues 
an  effort  authorized  by  the  1975  legislature. 
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Juvenile  Aftercare 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


LFA  Recommended 
Fiscal       Fisca] 
1978         1979 


%  Change 
Biennium 
1977  -  79 


FTE 

Fund  Source 


35.0 


36.0 


28.0 


28.0 


General  Fund 

$1 

,336,964 

$1 

,291,690 

$1 

,133,840 

$1 

,134,193 

(13.7) 

Other  Funds-Appropriated 

14,664 

61,000 

93,651 

1055.0 

Other  Funds-Budget  Amended 

$1 

22,820 
,374,448 

$1 

19,800 
,311,490 

Total  Funds 

$1 

,194,840 

$1 

,227,844 

(9.8) 

Reversion-General  Fund 

174,218 

Expenditures  By  Object 

Personal  Services 

$ 

388,731 

$ 

480,896 

$ 

412,024 

$ 

423,797 

(3.9) 

Operating  Expenses 

451,866 

526,352 

492,816 

503,707 

1.9 

Capital 

89,185 

19,242 

5,000 

15,340 

(81.2) 

Total  Operating  Costs 

$ 

929,782 

$1 

,026,490 

$ 

909,840 

$ 

942,844 

(5.3) 

Non-Operating  Costs 

253,025 

285,000 

285,000 

285,000 

5.9 

Total  Expenditures 

$1 

,182,807 

$1 

,311,490 

$1 

,194,840 

$1 

,227,844 

(2.9) 

Summary 

The  13.7  percent  recommended  reduction  in  general  funds  is  due  to 
two  reasons: 

1.  Reduction  of  staff  by  eight  positions  (five  transferred  to 
other  programs  and  three  eliminated).   The  transfer  is  necessitated  by 
extensive  reorganization  within  the  central  office. 

2.  Greater  utilization  of  federal  funds  available. 
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Personal  Services 

Seven  administrative  positions  have  transferred  to  other  programs 
thereby  accounting  for  the  3.9  percent  reduction  of  personal  services. 

Operating  Expenses 

The  agency  expects  to  have  more  youth  involved  in  the  aftercare 
program  during  next  biennium.   We  therefore  have  increased  the  living 
expenses  allocations  to  the  youth.   We  expect  there  will  be  an  increase 
in  contracted  services,  supplies  and  materials,  rent  utilities  and 
repairs  and  maintenance. 

Equipment 

During  fiscal  1976,  the  agency  purchased  the  balance  of  vehicles 
necessary  to  update  the  field  counselors'  fleet.   The  agency  only 
expects  to  replace  two  vehicles  during  the  next  biennium.   Minor  re- 
creational and  office  expenditures  are  requested. 

Analysis 

The  aftercare  program  is  designed  to  assist  the  youth  of  Montana 
who  have  been  adjudicated  delinquent  or  youth  in  need  of  supervision. 

Assistance  includes  return  to  their  families,  foster  homes,  group 
homes  or  individual  living.   During  fiscal  1976  the  average  daily  popu- 
lations for  the  four  placements  were: 

Foster  Homes  (including  district  youth 

guidance  homes)  69.3 

Aftercare  group  homes  26.4 

Individual  living  6.0 

Family  homes  373.8 

Total  Average  Daily  Population        475.5 


Page  19  -  Institutions  -  Central  Off. 

The  agency  expects  the  average  daily  population  to  increase  to 
about  510  during  the  next  biennium. 

New  Service 

The  agency  is  required  by  80-1414,  R.C.M.  1947  to  provide  hearings 
to  the  aftercare  youth  whenever  there  is  an  alleged  violation  of  a 
youth's  aftercare  agreement. 

Although  the  agency  spent  about  $7,000  for  hearings  during  fiscal 
1976,  they  expect  the  costs  of  hearings  to  increase  to  $12,000  each 
fiscal  year  of  the  next  biennium.   Since  the  agency  was  not  given  an 
appropriation  by  the  last  legislature  to  carryout  this  function,  we 
support  this  request.   We  would  recommend  that  this  expenditure  item  be 
isolated  in  the  operating  budget  so  we  can  analyze  these  expenditures 
next  biennium. 

State  Contracts 

The  state  has  historically  provided  the  private  district  youth 
guidance  homes  with  75  percent  of  the  fixed  operating  costs.   Eleven 
homes  at  $25,000  each  amounts  to  $275,000  each  fiscal  year. 
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DEPARTMENT  OF  INSTITUTIONS 

Boulder  River  School  and  Hospital 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  510.50   $14,231,088      $512,000    $14,743,088 

LFA  Recommendation  524.40    14,267,991       512,000     14,779,991 

Executive  over  (under)  LFA         (13.90)      $(36,903)        -0-         $(36,903) 

The  difference  between  these  recommendations  is  attributed  to  lower 
staffing  recommendation  by  the  executive. 

If  not  for  the  staffing  difference  the  executive  would  be  con- 
siderably higher  than  our  recommendation.   The  executive  assumes  a 
greater  cost  increase  next  biennium  than  do  we. 
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DEPARTMENT  OF  INSTITUTIONS 
Boulder  River  School  and  Hospital 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 


763.4 


638.9 


549.4 


524.4 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$9,408,284 

291,829 

20,000 

$9,720,113 

$7,746,248 
291,829 

$7,156,633 
256,000 

$7,111,358 
256,000 

(16.8) 
(12.3) 

Total  Funds 

$8,038,077 

$7,412,633 

$7,367,358 

(16.8) 

Reversion-General  Fund 

665,421 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$7,039,629 

1,447,334 
443,893 

$6,758,501 

1,266,276 

13,300 

$6,258,814 

1,140,519 

13,300 

$6,143,232 

1,210,826 

13,300 

(10.1) 
(13.3) 
(94.2) 

Total  Expenditures 

$8,930,856 

$8,038,077 

$7^412,633 

$7,367,358 

(12.9) 

Summary 

The  16.8  percent  reduction  of  general  fund  from  the  1977  to  the 
1979  biennium  is  the  result  of  a  35.7  percent  reduction  of  residents  for 
the  same  period  of  time. 

The  legislature  appropriated  for  an  average  daily  population  during 
fiscal  1976  of  400.   The  average  daily  population  was  348.16.   The 
shortfall  of  residents  accounts  for  the  large  reversion  of  general  fund 
money  at  the  end  of  1976. 

Since  we  anticipate  an  average  daily  population  of  225  during  the 
1979  biennium,  we  recommend  that  the  staff  be  reduced  by  23.4  percent. 
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We  expect  operating  expenses  to  be  reduced  by  at  least  13  percent. 
The  identifiable  variable  operating  costs  comprise  40  percent  of  the 
operating  expenses.   A  reduction  in  resident  population  next  biennium 
will  result  in  reduced  operating  expenses. 

Capital  expenditures  during  fiscal  1976  included  vehicle  replace- 
ment and  the  purchase  of  three  2400  watt  emergency  generators.   We  do  not 
expect  any  significant  equipment  purchases  during  the  1979  biennium. 

The  other  appropriated  funds  reduction  is  also  attributed  to  the 
reduced  population.   These  monies  are  elementary  and  secondary  education 
monies  (Title  I)  that  are  made  available  on  a  reimbursement  basis. 

Analysis 

Staffing 

The  most  significant  reduction  in  staff  was  in  the  direct  care 
area.   We  recommend  that  mental  retardation  aides  be  reduced  by  62.5  FTE 
in  fiscal  1978  and  by  an  additional  25  FTE  in  fiscal  1979. 

Although  the  direct-care  staff  has  been  reduced  significantly,  we 
have  allowed  enough  staff  to  maintain  the  1:1  direct-care  staff-resident 
ratio  recommended  by  the  joint  commission  on  the  accreditation  of 
hospitals  (JCAH) . 

Other  staff  reductions  for  the  biennium  include  21  in  administra- 
tion, 5  in  general  services,  3  ungraded  teacher  positions,  1  half-time 
editor,  1  training  officer  and  2  social  workers. 
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Operating  cost  reductions  include  variable  expenses  such  as  food, 
clothing,  laundry,  drugs  and  medical  and  linen  and  bedding.   Expen- 
ditures for  these  items  were  about  $600,000  in  fiscal  1976.   We  expec 
these  expenditures  to  be  reduced  to  about  $400,000  each  fiscal  year  of 
the  1979  biennium. 

Cost  Per  Patient 

During  fiscal  1976  the  cost  per  patient  was  $25,652.   We  expect  the 
cost  per  patient  during  the  1979  biennium  to  average  $33,278. 

The  population  of  Boulder  should  be  down  to  200  by  the  end  of  the 
next  biennium.  The  cost  per  patient/year  can  be  expected  to  be  around 
$40,000  by  fiscal  1982. 

Capital  expenditures  for  long-term  building  projects  requested  in 
the  6-year  plan  for  the  institution  are  in  excess  of  $4  million  through 
1983  even  though  no  capital  improvements  are  recommended  by  the  executive 
through  the  1979  biennium. 

It  seems  clear  that  the  costs  of  operating  the  Boulder  plant 
facility  will  continue  to  increase  disproportionately  to  increased 
levels  of  care.   If  the  state  is  to  continue  to  operate  the  facility, 
significant  capital  improvements  will  be  necessary. 

On  the  other  hand,  Galen,  often  cited  as  the  finest  institutional 
facility  in  the  state,  is  situated  about  10  miles  from  both  Deer  Lodge 
and  Anaconda.   Housing  is  not  a  problem  in  the  Deer  Lodge  valley. 


3iy^ 


Page  5  -  Institutions,  Boulder 

The  future  of  Galen  is  questionable.   The  feasibility  of  keeping 
the  institution  open  for  an  ever  dwindling  number  of  pulmonary  patients 
is  questionable.   The  acute  alcoholic  services  presently  provided  at 
Galen  are  recommended  to  be  funded  in  communities  throughout  the  state. 

We  recommend  the  legislature  consider  the  feasibility  of  moving  the 
school  and  hospital  for  the  mentally  retarded  from  Boulder  to  Galen. 
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DEPARTMENT  OF  INSTITUTIONS 
Center  for  the  Aged 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

T  tal  Funds 

97.00 

$2,463,911 

-0- 

$2,463,911 

90.43 

2,444,140 

-0- 

2,444,140 

6.57 

$19,771 

-0- 

$19,771 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  differences  in  the  recommendations  are  accounted  for  by  the 
following: 

1.  The  executive  recommendation  would  result  in  increasing  the 
staff  complement  by  6.57.   We  feel  our  recommendation  would  allow 
adequate  staffing.   Our  recommendation  is  to  continue  the  present 
authorized  90.43  positions. 

2.  The  executive  recommends  a  greater  increase  in  operating 
costs  and  equipment  purchases. 
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DEPARTMENT  OF  INSTITUTIONS 
Center  for  the  Aged 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 


62.06 


78.04 


90.43 


90.43 


General  Fund 

$789,427 

$1 

,015,899 

$1,204,066 

$1,240,074 

35. 

,4 

Reversion-General  Fund 

76,800 

Expenditures  By  Object 

Personal  Services 

$556,174 

$ 

815,278 

$   976,847 

$   994,168 

43, 

,8 

Operating  Expenses 

149,200 

196,171 

227,219 

245,906 

37, 

,0 

Capital 

7,253 
$712^627 

$1 

4,450 
,015,899 

Total  Expenditures 

$1,204,066 

$1,240,074 

41, 

.4 

The  35.4  percent  growth  in  general  fund  is  attributed  to  a  full 
staffing  compliment  to  service  the  201  resident  capacity  nursing  home 
and  proportionate  increases  in  operating  expenses. 

The  center  had  an  average  daily  population  of  136.16  during  fiscal 
1976.   The  department  of  institutions  expects  the  home  to  reach  capacity 
by  the  beginning  of  the  1979  biennium.   The  population  on  November  10, 
1976  was  137. 

We  recommend  staffing  for  the  anticipated  capacity  enrollment.   The 
department  expects  to  move  60  residents  from  Warm  Springs  and  Galen 
within  the  next  month,  and  the  remaining  4  vacancies  should  fill  before 
the  end  of  this  biennium. 
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Although  the  nursing  home  experienced  an  employee  vacancy  savings 
of  14.4  percent  during  fiscal  1976,  we  recommend  the  staff  remain  fully 
funded  to  insure  adequate  care  and  treatment.   The  staffing  level  at 
the  nursing  home  appears  to  be  adequate  for  the  ten  skilled  and  191 
intermediate  care  beds.   We  believe,  however,  that  every  effort  should 
be  made  to  fill  all  staff  positions  available.   Vacancies  should  not 
exist  in  order  to  provide  adequate  care  and  treatment . 

We  recommend  that  consultant  and  professional  services  be  increased 
by  about  $6,000  each  fiscal  year  of  next  biennium  over  what  was  spent 
during  fiscal  1976.   This  money  can  be  used  to  contract  for  physician  or 
therapeutic  services  as  needed. 

We  recommend  an  increase  in  variable  expenses  such  as  food,  groceries, 
meat,  patient  apparel,  etc.  proportionate  to  the  increased  population. 
These  two  items  account  for  the  37  percent  increase  in  operating  expenses. 

We  do  not  recommend  capital  outlay  expenditures  next  biennium  be- 
cause no  items  were  included  in  the  agency  request. 


atrt 


DEPARTMENT  OF  INSTITUTIONS 
Eastmont  Training  Center 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

32.11 

$905,719 

$71,167 

$976,886 

29.11 

761,031 

2,400 

763,431 

3.0 

$144,688 

$68^767 

$213,455 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  differences  between  funds  provided  are  that  we  do  not  recommend 
additional  expenditures  above  current  level  in  two  areas:   personal 
services  and  capital  expenditures. 

Personal  Services 

General  fund  increases  are  being  recommended  by  the  executive  to 
upgrade  one  administrative  position  and  add  one  transportation  officer. 
Need  for  the  additional  position  has  not  been  documented. 

Federal  grants  are  available  to  provide  3.0  additional  FTE.   Funds 
for  two  of  these  positions  were  added  by  budget  amendment  during  fiscal 
1976.   The  legislature  may  want  to  determine  whether  these  funds  should 
be  included  in  the  1979  biennium  appropriation  or  by  supplemental 
appropriation  in  1979. 

Capital  Expenditures 

The  executive  recommends  funding  two  twelve-passenger  buses  with 
general  fund  money.   We  see  no  justification  for  this  purchase. 

Other  differences  are  attributed  to  the  executive's  more  liberal 
interpretation  of  current  level  expenditures. 
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DEPARTMENT  OF  INSTITUTIONS 
Eastmont  Training  School 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE  29.11        29.11        29.11        29.11 

Fund  Source 


General  Fund 

$381,398 

$404,980 

$376,031 

$385,018 

(3. 

,2) 

Other  Funds-Appropriated 

1,200 

1,200 

1,200 

1,200 

Other  Funds-Budget  Amended 

33,090 
$415,688 

Total  Funds 

$406,180 

$377,231 

$386,218 

(7. 

1) 

Reversion-General  Fund 

20,848 

Expenditures  By  Object 

Personal  Services 

$337,716 

$355,617 

$327,093 

$332,859 

(4, 

.8) 

Operating  Expenses 

42,342 

47,375 

50,138 

53,359 

15, 

.4 

Capital 

4,332 
$384,390 

3,188 
$406,180 

Total  Expenditures 

$377,231 

$386,218 

(3, 

.4) 

Summary 

The  3.2  percent  general  fund  reduction  for  the  1979  biennium  re- 
flects a  funding  level  consistent  with  the  level  of  operation  experienced 
in  fiscal  1976. 

A  federal  elementary  and  secondary  education  grant  (Title  I)  funded 
two  positions  in  fiscal  1976.   These  funds  are  apparently  not  available 
for  the  next  biennium.   We  recommend  that  two  of  the  positions  not  be 
funded  by  general  fund  monies. 

Analysis 

The  44th  legislature  funded  the  Eastmont  school  for  an  average 
population  of  30  residents  during  the  1977  biennium.   The  average  daily 
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population  for  fiscal  1976  was  22.61.   The  $20,848  of  reverted  general 
fund  money  reflects  the  smaller  population. 

Staffing 

Two  positions,  a  psychologist  III  and  a  behavior  modification 
therapist  I,  were  added  by  budget  amendment  during  fiscal  1976.   The 
positions  were  funded  by  Title  I  money.   The  agency  is  requesting  that 
the  psychologist  III  position  be  picked  up  with  general  fund  money 
during  the  1979  biennium. 

Since  the  federal  money  is  not  available  for  these  positions  next 
biennium,  we  recommend  that  the  positions  be  dropped.   The  two  positions 
can  be  reinstated  if  federal  money  becomes  available. 

Operating  Expenses 

We  recommend  that  operating  expenses  be  increased  by  15.4  percent. 
The  increase  is  attributed  to  the  fact  that  24  percent  of  the  agency's 
operating  expenses  for  fiscal  1976  were  food  costs.   Allowing  for  in- 
flationary increases  of  food  costs  accounts  for  the  majority  of  the 
operating  expense  increase. 

Other  operating  increases  are  attributed  to  higher  insurance  pre- 
miums and  rising  medical  costs. 

Equipment 

We  recommend  that  equipment  expenditures  not  be  funded  next  biennium. 
Need  for  the  equipment  has  not  been  substantiated.   If  the  equipment  is 
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needed,  reverted  general  fund  money  should  have  purchased  the  equipment 
items  in  1976. 

Modified  Requests 

The  agency  is  requesting  that  a  number  of  positions  be  upgraded  to 
reflect  additional  responsibilities  and  workload.   The  positions  should 
be  submitted  to  the  personnel  department  of  the  department  of  admin- 
istration for  upgrading. 

Until  such  time  as  the  personnel  department  reviews  the  positions, 
we  recommend  they  remain  at  their  present  grade. 

The  agency  is  also  requesting  funding  to  establish  a  level  of  care 
for  severe  and  profoundly  retarded  patients. 

Eastmont  training  school  was  established  as  a  residential  and  out- 
patient care  facility  for  the  mentally  retarded.   It  was  not  intended  to 
duplicate  Boulder  river  school  and  hospital  (Section  80-1310,  R.C.M. 
1947).   We  therefore  recommend  that  the  services  necessary  for  a  higher 
level  of  care  to  the  mentally  retarded  not  be  funded. 
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DEPARTMENT  OF  INSTITUTIONS 
Galen  State  Hospital 


Fiscal 
1979 
FTE 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


294.0 
252.0 

42.0 


General  Fund 

$8,608,853 
7,321,005 

$1,287,848 


— Biennium 

Other-Funds 

$4,400 
3,002 

$1,398 


Total  Funds 

$8,613,253 
7,324,007 

$1,289,246 


The  differences  in  the  recommendation  is  attributed  to  our  re- 
commending that  staffing  be  reduced  to  a  level  commensurate  with  the 
considerably  reduced  population  from  that  funded  in  the  1977  biennium. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


DEPARTMENT  OF  INSTITUTIONS 
Galen  State  Hospital 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

294.0 

$4,057,453 
2,390 

$4,059,843 

144,179 


$3,288,816 

566,668 

59,970 


294.0 


252.0 


$4,286,789     $3,638,231 
2,293 


252.0 


$3,682,774   (12.3) 
706   25.5 


$4,286,789  $3,640,524   $3,683,480   (12.3) 


$3,668,779  $3,027,495 

595,736     576,789 

22,274  36,240 


$3,072,242   (12.3) 
598,922    1.1 
12,286   (41.0) 


$3,915,454   $4,286,789  $3,640,524   $3,683,450   (10.7) 


Summary 

Galen  has  experienced  a  smaller  patient  load  than  that  for  which 
the  legislature  appropriated  during  the  1977  biennium. 

The  legislature  appropriated  for  a  patient  lead  of  270  during  the 
1977  biennium.   Galen's  average  daily  patient  population  during  fiscal 
1976  was  only  236  patients.   This  difference  accounts  for  the  sisable 
general  fund  reversion.   We  can  also  expect  a  considerable  general  fund 
reversion  during  fiscal  1977;  the  geriatric  population  will  be  reduced 
by  16  at  the  opening  of  the  center  for  the  aged. 


37^ 


Page  3  -  Department  of  Institutions,  Galen 

We  believe  the  patient  load  during  the  1979  biennium  will  be  178. 
We  therefore  recommend  that  the  general  fund  be  reduced  from  the  1977 
biennium  to  reflect  a  reduction  in  direct-care  staff  (aides,  LPNs,  and 
RNs)  and  operating  expenses. 

Since  there  is  a  considerable  community  alcohol  services  effort 
developing  and  being  funded,  we  believe  the  alcohol  services  program  at 
Galen  will  change  during  the  next  biennium.   However,  a  continuation  of 
present  alcohol  program  funding  at  Galen  is  recommended. 

There  is  feeling  by  the  staff  at  Galen  that  an  increased  community 
alcohol  effort  will  result  in  a  greater  alcohol  patient  load  than  that 
experienced  this  biennium.   Our  feeling  is  that  the  alcoholic  patient 
population  should  decrease. 

The  legislature  may  want  to  determine  whether  the  remaining  long 
term  residents  could  be  effectively  and  more  ecomonically  treated  in  a 
community  setting.   Money  is  being  recommended  for  the  department  of 
health  to  provide  expanded  tuberculosis  treatment  in  the  community. 

Statutory  Mandate 

Montana  law  describes  the  primary  functions  of  Galen  to  be: 

"(a)  Treatment  of  tuberculosis  and  silicosis 

(b)  Detoxification,  diagnosis,  treatment  and  referral  of  those 
persons  who  seek  relief  from  the  illness  of  alcoholism." 

(80-1701,  R.C.M.  1947) 
Secondary  functions  of  the  institution  by  the  same  law  are  treat- 
ment of  other  pulmonary  disorders,  treatment  of  geriatric  and  senile 
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patients  with  pulmonary  disorders  and  treatment  of  residents  of  other 
institutions  if  space  and  funds  are  available. 

Population 

During  fiscal  1976  the  average  daily  population  consisted  of  the 

following  patients: 

38  tuberculous 

65  mentally  retarded 

40  aged 

93  other  (alcohol,  drug,  pulmonary) 

236   average  daily  population 

The  average  daily  population  by  the  same  categories  next  biennium 
should  be: 

38  tuberculous 

43  mentally  retarded 

4  aged 

93  other 


178   average  daily  population 

The  reduction  in  the  mentally  retarded  is  based  on  the  expectation 
that  15  of  the  residents  will  be  placed  by  the  developmentally  disabled 
division  each  fiscal  year  of  the  1979  biennium. 

The  reduction  in  the  "aged"  population  is  the  result  of  placing  16 
residents  during  fiscal  1977  in  the  center  for  the  aged. 
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Staffing  Reductions 

The  present  staff  was  funded  to  provide  services  for  an  average 
resident  population  of  270  during  the  1977  biennium.   The  biennium 
average  resident  population  was  236. 

Since  we  expect  the  average  resident  population  to  be  178  during 
the  1979  biennium,  we  recommend  that  the  direct-care  staff  be  reduced  to 
the  ratio  funded  by  the  44th  legislature. 

Funding  such  a  ratio  will  reduce  the  direct  care  staff  from  123  to 

81.   Proportionate  reductions  in  the  direct-care  staff  will  result  in 

funding  the  following  positions: 

Position  FTE 

Aides  43.5 

Licensed  Practical  Nurses  23.7 

Registered  Nurses  13.8 

Total  Direct-Care  Staff  81.0 

Capital  Expenditures 

We  recommend  that  money  be  appropriated  to  replace  vehicles  funded 
but  not  replaced  this  biennium.   The  agency  used  vehicle  money  to  pur- 
chase medical  and  hospital  equipment  during  fiscal  1976. 

Although  the  agency  is  requesting  enough  money  to  considerably  up- 
grade their  laboratory  capability,  no  justification  has  been  presented 
for  developing  a  capability  beyond  the  present  level.   The  department  of 
health  is  examining  the  hospital's  operation,  and  added  funding  should 
be  contingent  upon  a  recommendation  of  the  health  department. 
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DEPARTMENT  OF  INSTITUTIONS 
Mountain  View  School 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 

Biennium 

FTE 

General  Fund 

Other  Funds 

T(  ^al  Funds 

71.38 

$2,200,100 

$  71,368 

$2,271,468 

71.38 

2,009,324 

121,587 

2,130,911 

-0- 

$190,776 

$(50,219) 

$140,557 

The  executive  recommends,  as  do  we,  that  this  agency  be  funded  at 
the  current  level. 

The  differences  in  total  funding  is  attributable  to  the  higher  in- 
flationary factors  used  by  the  executive  in  computing  operational  cost 
for  the  1979  biennium. 

We  expect  more  other  funds  to  be  available  than  does  the  executive. 
Our  expectation  is  based  on  a  considerable  other  fund  balance  at  the 
end  of  fiscal  1976  and  the  revenues  generated  during  fiscal  1976. 
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DEPARTMENT  OF  INSTITUTIONS 

Mountain  View  School 

LFA  Recommended    %  Change 

Fiscal  Fiscal   Biennium 

1978  1979   1977  -  79 

FTE                        74.42        71.38       71.38  71.38 

Fund  Source 

General  Fund               $1,026,967    $1,080,126   $   976,604  $1,032,720   (4.6) 

Other  Funds-Appropriated        41,274       44,879      75,787  45,800  41.1 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Other  Funds-Budget  Amended      10,709 


Total  Funds  $1,078,950   $1,125,005   $1,052,391  $1,078,520   (3.3) 

Reversion-General  Fund  47,858 

Expenditures  By  Object 

Personal  Services          $  822,365   $   908,902   $  878,295   $  898,922   2.7 
Operating  Expenses            152,798      183,044     162,572     166,764   (1.9) 
Capital  29,245       33,059  11,524      12,834  (60.9) 

Total  Expenditures         $1,004,408   $1,125,005   $1,052,391  $1,078,520   0.1 

Summary 

The  insignificant  expenditure  growth  recommended  for  the  1979 
biennium  over  the  1977  biennium  is  the  result  of  overfunding  of  personal 
services  for  the  1977  biennium. 

Mountain  view  reverted  $47,850  general  fund  monies  and  $26,684  of 
federal  revenues. 
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The  recommended  general  fund  appropriation  for  the  1979  biennium 
represents  a  4.6  percent  decrease  from  the  current  biennium.   The 
general  fund  decrease  is  made  possible  by: 

1.  Budget  office  reducing  1977  biennium  FTE  to  the  correct  number,  and 

2.  Considerable  fiscal  1976  year-end  balances  in  other  funds. 

FTE  Reduction 

Subsequent  to  the  1976-1977  biennium  appropriation,  11  teachers  were 
reduced  from  1  FTE  each  to  .75;  2  teachers  were  reduced  from  .5  FTE  each 
to  .38;  and  1  painter  was  reduced  from  .2  FTE  to  .15.   These  positions 
were  overfunded  and  subsequently  reduced  to  the  appropriate  level  for 
the  1979  biennium. 

Since  these  positions  are  funded  by  the  general  fund,  the  reductions 
are  translated  into  a  general  fund  savings  in  1978  and  1979. 

Other  Fund  Balances 

Mountain  view  is  also  funded  by  a  number  of  federal  programs. 

These  funds  showed  a  balance  of  $29,066  in  July  1976 — which  is 
available  for  expenditure. 

After  the  1977  biennium  there  should  be  almost  $76,000  available 
for  expenditure  in  1978  or  about  $40,000  more  than  anticipated  by  the 
agency.   We  recommend  that  the  general  fund  be  accordingly  reduced. 

Inadequate  Budget  Documentation 

The  agency  submitted  requests  for  additional  funding  for  new  pro- 
grams and  services.   In  each  case  it  was  apparant  that  the  proposed  new 
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services  were  substantially  overfunded  or  inadequately  explained  and 
documented.   In  some  cases  funds  were  requested  twice  for  the  same 
expense. 

Equipment 

Funds  are  requested  for  an  electronic  machine  to  analyze  the 
residents'  brain-waves,  resulting  in  more  effective  diagnosis  of  the 
residents.   Diagnosis  is  already  being  adequately  provided  by  the 
regional  mental  health  center  professionals  funded  in  contracted  services. 

New  Services  &  Workload 

The  average  daily  population  at  Mountain  View  for  fiscal  1976  was 
50  female  residents.   This  figure  averages  the  monthly  admissions, 
readmissions,  deletions  and  placements. 

The  appropriations  for  the  1977  biennium  is  based  on  an  average 
daily  population  of  75.   During  this  biennium  the  staff  complement  was 
increased  from  58.35  to  71.38. 

The  reason  for  the  increased  staff  and  appropriations  in  the 
current  biennium  was  to  provide  adequate  staff  in  care  and  custody, 
education  and  general  services.   The  legislature  was  told  the  new 
staffing  levels  were  adequate  to  provide  a  rehabilitation  program 

for  75  residents. 

Since  the  average  population  for  the  current  biennium  is  running 
significantly  below  the  budgeted  population,  additional  positions  are 
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unnecessary.   The  current  staff  is  adequate  to  meet  workload  demands  and 
provide  the  new  services  they  have  requested.   Indeed,  the  legislature 
should  inquire  whether  the  present  staff  size  is  not  excessive  in  vitvj 
of  the  lower  populations. 
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DEPARTMENT  OF  INSTITUTIONS 
Pine  Hills  School 


Fiscal 

1979 
FTE 

General  Fund 

Other  Funds 

Total  Funds 

118.5 

$3,539,368 

$352,867 

$3,892,235 

120.5 

3,442,906 

452,065 

3,894,971 

(2.0) 

$96,462 

$(99,198) 

$(2,736) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  executive  recommends  that  this  agency  be  funded  at  current  level, 
allowing  for  inflation. 

We  recommend  the  agency  be  funded  at  a  level  expanded  $453,065  be- 
yond current  level.   We  recommend  that  agency  be  given  two  additional 
personnel,  one  in  administration  and  one  in  the  farm  program.   We  also 
recommend  that  farm  and  vehicular  equipment  be  funded  beyond  that  re- 
quested in  the  current  level. 

The  difference  in  the  total  funding  recommendations  cannot  be 
reconciled  by  our  expanded  recommendation  alone.   We  use  lesser  in- 
flationary growth  factors  to  project  operating  expenses  next  biennium 
than  does  the  executive.   Our  current  level  is  less  than  the  executive's. 
The  difference  between  total  funds  is  the  result  of  our  applying  the 
additional  funding  to  a  lower  current  level  base. 

The  difference  in  other  funds  recommended  to  offset  general  fund 
appropriation  is  due  to  our  applying  higher  revenue  estimates  during 
the  biennium  and  spending  all  available  balances.   The  annual  revenues 
anticipated  are  those  received  in  fiscal  1976. 
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Actual 

Appropriated 

LFA  Recommended 

Fiscal 

Fiscal 

Fiscal   Fiscal 

1976 

1977 

1978     1979 

DEPARTMENT  OF  INSTITUTIONS 

Pine  Hills  School 

%  Change 
Biennium 
1977  -  79 

FTE  117.9        118.5        120.5    120.5 

Fund  Source 

General  Fund  $1,615,828  $1,719,652  $1,666,787  $1,776,119  3.22 
Other  Funds-Appropriated  179,092  145,807  262,647  189,418  39.14 
Other  Funds-Budget  Amended      48,289       -0-     -  0- -0- 


Total  Funds  $1,843,209   $1,865,459  $1,929,434  $1,965,537   5.02 

Reversion-General  Fund  24,704 

Expenditures  By  Object 

Personal  Services  1,455,564    1,561,772   1,602,491   1,627,656   7.05 

Operating  Expenses  274,976      268,298     287,888    305,164   9.16 

Capital  83,602       35,389      39,055     32,717  (39.68) 

Total  Expenditures         $1,814,142   $1,865,459  $1,929,434  $1,965,537   5.85 

Summary 

It  is  recommended  that  the  appropriation  for  the  1979  biennium 
increase  by  5.02%  over  what  is  appropriated  for  the  1977  biennium. 

The  increase  includes  a  3.22%  increase  in  general  funds  and  a 
39.14%  increase  in  other  funds.   The  large  increase  in  other  funds  is 
based  on  a  projection  of  current  other-fund  balances  into  nexl  biennium, 
assuming  revenues  generated  in  each  fund  remain  the  same  as  in  fiscal 
year  1976. 
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1976  Expenditures 

The  44th  legislature  appropriated  $1,794,970  to  Pine  Hills  school 
for  fiscal  year  1976.   The  appropriation  was  based  on  a  population  of 
150. 

The  average  daily  population  at  the  school  during  fiscal  1976  was 
131.4;  the  school  spent  $1,814,142  in  fiscal  1976. 

It  is  the  institution's  contention  that  the  overexpenditure  was  the 
result  of  the  legislature  inadequately  providing  personal  services.   The 
legislature,  however,  appropriated  $1,468,037  for  personal  services  at 
Pine  Hills;  the  school  spent  $1,455,562  or  $12,475  less  than  appropriated. 
The  overexpenditure  occured  in  operating  expenses. 

Since  the  current  level  base  used  for  the  1978-1.979  recommendation 
is  taken  from  actual  1976  expenditures,  the  recommendation  allows  for 
the  over-expenditure  in  1976. 

In  addition  to  the  above  current  level  increases,  we  support  ad- 
ditional increases  of  $27,745  in  fiscal  1978  and  $25,284  in  1979.   These 
additional  expenditures  are  for  equipment  replacement,  one  adminis- 
trative position,  and  another  position  in  the  farm  program. 

Farm  Program  -  Rehabilitation  v.  Production 

The  44th  legislature  funded  the  farm  program  for  this  biennium  be- 
cause of  the  rehabilitation  value  the  residents  derive  from  farm  work. 

There  is  an  average  daily  population  of  20  residents  participating 
in  the  farm  program:   10  between  8:00  a.m.  and  12:00  noon;  15  between 
1:00  p.m.  and  5:00  p.m.,  of  which  5  participated  in  the  morning  program. 
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It  appears  that  the  rehabilitative  benefit  of  the  farm  program  is 
secondary  to  production. 

We  observed  that  there  was  no  defined  habilitation  plan  for  each 
boy,  and  there  is  insufficient  staff  to  properly  supervise  the  partici- 
pants. 

Assuming  that  the  farm  program  has  rehabilitative  value,  it  seems 
appropriate  that  the  following  conditions  should  be  met: 

1.  Rehabilitation  plans  be  written  for  each  boy  working  on  the 
farm  with  goals  and  measurable  indicators  of  performance; 

2.  Included  in  the  plan  is  a  program  for  farm  equipment  operation 
and  maintenance; 

3.  The  farm  be  established  as  an  enterprise  with  a  revolving 
account ; 

4.  A  ranch  manager  be  hired  immediately  and  authority  be  given  him 
to  control  the  farm  program  expenditures. 

Rehabilitation 

The  legislature  may  want  to  consider  the  alternative  of  leasing  the 
major  part  of  the  present  farm  operation  and  with  the  revenues  generated 
develop  a  mors  highly  structured  vocational  agriculture  program.  It  may 
be  that  emphasis  on  animal  husbandry,  farm  equipment  mechanics  and  basic 
farm  economics  would  be  more  useful  and  habilitative  than  the  present 
situation.  It  is  recommended  that  this  alternative  be  explored  during 
the  budget  hearings. 
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It  would  seem  that  unless  the  farm  program  emphasizes  rehabilita- 
tion for  the  residents,  there  is  no  justification  to  continue  funding. 

Workload  Increases 

The  44th  legislature  funded  Pine  Hills  for  150  residents  during  the 
1976-1977  biennium.   The  average  daily  population  for  fiscal  1976  was 
131.4. 

Although  the  institution  has  requested  16  new  positions  (13.5  FTE) 
for  the  1978-1979  biennium,  analysis  has  shown  justification  for  only 
two  positions: 

Position  Additional  Funds  Recommended 

Receptionist  II  $16,293 

Ranch  Hand  I  29,029 

The  receptionist  is  justified  by  additional  administrative  res- 
ponsibilities: 

-  more  budget  requirements  imposed  by  H.B.  643  of  44th  legislature; 

-  an  audit  requirement  for  maintenance  of  a  daily  ledger  to  handle 
resident  monies; 

-  department  of  institutions  reports  as  needed. 

These  additional  duties  will  be  handled  by  the  existing  staff;  the 
receptionist  will  replace  an  existing  staff  member  on  the  switchboard  as 
well  as  run  messages  to  security  and  maintain  contro]  of  incoming  and 
outgoing  mail. 
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The  ranch  hand  will  provide  additional  supervision  of  the  partici- 
pants of  the  farm  program.   This  position  would  serve  to  increase  super- 
vision and  could  help  in  evaluating  the  rehabilitative  progress  of  th 
program  participants.   If  the  above  alternatives  concerning  the  farm 
program  are  adopted,  this  position  and  funds  might  be  dropped. 

Expenditure  Recommendation 
Fiscal  Years  1978-1979 

1978  1979 

Current  Level  +  Modified   =  Total        Current  Level  +  Modified   =   Total 

ersonal 
Services    $1,584,232     $18,259   $1,602,491       $1,608,986     $18,670   $1,627,656 


perating 
Expenses 

287,488 

400 

287,888 

298,550 

6,614 

305,164 

quipment 

29,969 

9,086 

39,055 

32,717 

-0- 

32,717 

Total    $1,901,689     $27,745   $1,929,434       $1,940,253     $25,284   $1,965,537 

Personal  Services 

Although  the  average  daily  population  for  1976  was  131.4,  personal 
service  recommendations  for  1978  and  1979  are  based  on  a  population  of 
150  residents  -  capacity  for  the  school.   Reduction  of  staffing  below 
this  level  is  not  feasible  unless  the  average  population  drops  to  below 
125  residents;  a  level  that  will  allow  closure  of  one  lodge. 

Current  level  personal  services  is  determined  by  comparing  what  was 
actually  spent  for  personal  services  in  fiscal  1976  as  a  percent  of  what 
was  appropriated.   The  percentage  is  then  applied  to  1978  and  1979 
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personal  services  requested  by  the  agency.   The  percentage  approach 
allows  for  vacancy  and  turnover  savings. 

Turnover 

Pine  Hills  experienced  both  vacancy  and  turnover  savings;  turnover 
for  cottage  life  attendants  occurred  52  times  for  43  positions. 

Operating  Expenses 

The  recommended  funding  for  operating  expenses  includes  normal 
inflationary  increases.   We  recommend  that  the  variable  expense  items 
such  as  contracted  services,  allowances,  rewards  and  supplies  and 
materials  be  funded  based  on  the  average  daily  population  of  131.4  for 
1976. 

If  the  legislature  determines  to  fund  a  higher  resident  population, 
funds  should  be  made  available  at  the  rate  of  $803  per  additional 
average  resident  up  to  150  residents. 

Contracted  services  were  adjusted  to  reflect  the  increase  in  in- 
surance premiums  for  the  next  biennium.   We  recommend  a  10%  per  year 
increase  in  utility  costs.   Although  the  institution  requested  utility 
increases  of  25%  per  year,  there  has  not  been  a  rate  determination  to 
support  such  increases.   If  it  becomes  evident  that  greater  increases 
are  necessary,  an  appropriate  adjustment  should  be  made. 

We  also  recommend  more  funds  in  supplies  and  materials  for  both 
1978  and  1979  than  the  agency  requested.   Factoring  1976  expenditures 
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for  supplies  and  materials  into  the  next  biennium  results  in  a  $17,000 
and  $11,000  higher  expenditure  than  the  agency  requested  in  1978  and 
1979. 

Equipment 

Items  for  replacement  of  educational,  household  and  vehicular 
equipment  should  be  authorized. 

Welding,  carpentry  equipment,  beds,  drapes  and  vehicles  with  more 
than  91,000  miles  should  be  replaced. 

The  agency  wants  to  replace  two  cars  in  the  next  biennium.  We  re- 
commend that  one  car  be  replaced  and  a  pickup  be  purchased  for  the  farm 
program. 
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DEPARTMENT  OF  INSTITUTIONS 

Montana  State  Prison 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  228.25    $8,707,607     $2,603,478   $11,311,085 

LFA  Recommendation  233.75     8,402,731      2,250,834    10,653,565 

Executive  over  (under)  LFA         (5.50)     $304,876       $352,644      $657,520 

Differences  in  the  recommendations  are  attributed  to  the  fol- 
lowing reasons: 

The  executive  recommends  authorizing  $607,307  earmarked  revenue 
monies  for  the  plate  manufacturing;  an  increase  of  almost  $500,000  over 
what  is  currently  earmarked  for  the  1979  biennium.   We  do  not  believe 
the  additional  authority  is  justified. 

The  executive  recommends  funding  additional  staff  with  general  fund 
money  for  identifying  alternatives  to  incarceration.   We  do  not  support 
this  recommendation. 

The  balance  of  the  differences  is  attributable  to  the  higher  cost 
increases  allowed  by  the  executive. 
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DEPARTMENT  OF  INSTITUTIONS 
Montana  State  Prison 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


227.75 


278.25 


$4,241,397*  $3,270,321 
1,756,424      974,229 
343,326      


233.75 


$4,142,463 
1,114,565 


233.75 


$4,260,268   11.9 
1,136,269   (17.6) 


$6,341,147       $4,244,550z      $5,257,028        $5,396,537        (0.6) 


$3,210,628 

2,427,363 

469,859 

$6,107,850 
30,537 

$6,138,387 


$3,319,794 

1,242,049 

161,170 

$4,723,013 
$4,723,013 


$3,472,634 

1,622,165 

162,229 

$5,257,028 
$5,257,028 


$3,520,685  7.1 

1,713,137  (9.1) 

162,715  (48.5) 

$5,396,537  (1.6) 

$5,396,537  (1.9) 


1.  Includes  $478,463  general  fund  transferred  by  budget  amendment  from  fiscal  1977 
to  fund  overexpenditure.   H.B.  289  appropriated  $3,762,934  general  fund. 

2.  The  revenue  for  fiscal  1977  is  not  sufficient  to  cover  budgeted  expenses.   We 
expect  the  expenses  in  fiscal  1977  to  be  greater  than  that  which  is  budgeted. 
The  difference  will  be  made  up  with  a  request  for  a  supplemental  appropriation 
during  the  45th  session. 


Summary 

The  11.9  percent  increase  in  general  fund  is  what  we  believe  is 
necessary  to  fund  current  level  operations  at  the  prison  during  the  1979 
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biennium.   The  increase  is  the  result  of  a  greater  average  daily  popu- 
lation than  what  was  appropriated  for  this  biennium. 

The  recommended  0.6  percent  decrease  in  total  funds  is  the  result 
of  over  $1  million  one-time  expenditures  in  fiscal  1976  that  need  not  be 
repeated  next  biennium.   Since  approximately  $880,000  was  from  earmarked 
and  revolving  funds,  we  will  not  realize  a  savings  in  general  fund  next 
biennium. 

We  recommend  that  5.5  FTE  for  training  and  diagnosis  funded  by 
available  federal  money  be  authorized. 

Operating  and  capital  expenditures  show  a  decrease  for  the  same 
reason:   the  fiscal  1976  one-time  expenditures  occured  in  these  cate- 
gories and  will  not  be  repeated  next  biennium. 

Analysis 

The  44th  legislature  appropriated  for  a  prison  population  of  350 
during  the  1977  biennium.   The  average  daily  population  during  fiscal 
1976  was  376.   The  population  on  December  1,  1976  was  473.   This  popu- 
lation was  located  as  follows: 

Inside  the  prison  walls       338 
On  the  prison  ranch  112 

On  leave  to  custody  23 

Total  473 

The  budgeted  revenue  during  fiscal  1977  will  fall  short  of  budgeted 

expenses  by  $343,843.   This  short  fall  is  the  result  of  transferring 
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$478,463  general  fund  money  from  fiscal  1977  to  fiscal  1976  in  order  to 
cover  overexpenditures  in  1976. 

The  following  table  shows  where  the  overexpenditures  occured  and 
what  funds  were  involved. 


Personal  Services 
Operating  Expenses 
Equipment  <i  Other 

Total 

Funds : 

General  Funds 
Federal  Funds 
Other  (Earmarked  & 
Ranch  Revolving) 


Revenues  and  Expenditures 
Fiscal  1976 

Appropriated   Funds  Added  By 
(H.B.  298)  +  Budget  Amend. 


$3,144,890 

2,117,992 

256,476 

$5,519,358 


$3,762,934 
46,200 

1,710,224 


$104,219 

27,946 

144,165 

$276,330 


$276,330 


-  Expenditures  =  Balance 

$(3,210,686)  $   38,423 
(2,403,995)   (258,057) 
(500,396)    (99,755) 

$(6,115,077)  $(319,389) 


$(4,242,364)  $(479,430) 
(218,230)    104,300 


(1,654,483) 


55,741 


The  overexpenditure  of  general  funds  was  funded  with  a  transfer  of 
general  funds  from  1977.   A  supplemental  request  of  the  legislature  will 
be  necessary  to  fund  the  1977  shortfall  caused  by  the  budget  transfer. 
The  supplemental  will  also  fund  expenditures  exceeding  that  for  which 
the  legislature  appropriated  in  fiscal  1977. 

Plate  Manufacturing 

The  agency  requested  that  an  additional  $497,780  be  appropriated 
during  the  next  biennium  from  the  motor  vehicle  earmarked  revenue  ac- 
count (ERA) . 
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The  agency  spent  $918,543  in  fiscal  1976  compared  with  $595,361  in 
fiscal  1974  (the  last  time  plates  were  made) .   There  is  an  additional 
$56,017  ERA  appropriated  in  1977  and  $114,227  recommended  for  tab  manu- 
facturing during  the  1979  biennium.   We  do  not  believe  the  additional 
ERA  money  is  justified  for  plate  and  tab  manufacturing. 

Ranch  Operation 

The  44th  legislature  funded  the  ranch  and  dairy  programs  as  an 
enterprise  by  establishing  a  revolving  account.   The  intent  of  the 
legislature  was  to  determine  whether  the  ranch  can  be  self-sufficient  in 
its  operation. 

The  legislature  appropriated  $790,979  revolving  fund  authority  for 
fiscal  1976;  the  ranch  program  used  $735,940  of  this  authority.   At 
fiscal  1976  year  end,  the  revolving  account  had  a  cash  balance  of  $28,033, 
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DEPARTMENT  OF  INSTITUTIONS 
Swan  River  Youth  Forest  Camp 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

25.33 

$1,034,918 

$  44,000 

$1,078,918 

25.33 

741,340 

314,652 

1,055,992 

-0- 

$293,578 

$(270,652) 

$22,926 

The  differences  in  the  funding  sources  results  from  our  utilizing 
substantial  fund  balances  and  grant  monies  from  the  vocational  reha- 
bilitation services  of  the  department  of  social  and  rehabilitation 
services. 

Other  differences  are  attributed  to  our  using  lower  cost  increase 
factors  than  the  executive. 
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DEPARTMENT  OF  INSTITUTIONS 
Swan  River  Youth  Forest  Camp 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

25.33 


Appropriated    LFA  Recommended 
Fiscal     Fiscal      Fiscal 
1977       1978        1979 


25.33 


25.33 


25.33 


%  Change 
Biennium 
1977  -  79 

-0- 


General  Fund 

$391,264 

$407,873 

$312,666 

$428,674 

(7.23) 

Other  Funds-Appropriated 

98,000 

99,000 

211,242 

103,410 

59.72 

Other  Funds-Budget  Amended 

1,492 
$490,756 

-0- 

-0- 

-0- 

-0- 

Total  Funds 

$506,873 

$523,908 

$532,084 

5.85 

Reversion-General  Fund 

11,492 

Expenditures  By  Object 

Personal  Services 

$330,962 

$356,537 

$356,039 

$363,930 

4.7 

Operating  Expenses 

132,390 

150,336 

159,269 

160,194 

13.0 

Capital 

10,370 

$473,722 

-0- 

8,600 
$523,908 

7,960 
$532,084 

59.7 

Total  Operating  Costs 

$506,873 

7.7 

Total  Expenditures 

$473,722 

$506,873 

$523,908 

$532,084 

7.7 

Summary 

Our  analysis  supports  increasing  budget  authority  for  the  1978-1979 
biennium  by  5.85%  over  the  1976-1977  biennium. 

Inclusive  in  this  increase  is  additional  money  for  maintenance  on 
the  camp  buildings,  money  to  establish  a  preventative  health  program  and 
matching  funds  for  a  Montana  board  of  crime  control  grant  to  study  the 
camp's  compliance  with  privacy  rulings  for  correctional  inmates.   All 
these  additional  services  are  funded  by  general  fund  moneys. 
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Although  the  total  budget  is  recommended  to  increase  by  about  6%, 
the  general  fund  appropriation  for  next  biennium  can  decrease  by  7.23%. 
This  decrease  is  made  possible  by  an  unanticipated  other-fund  balance  of 
$85,909  at  fiscal  1976  year-end.   The  balance  is  available  to  spend  next 
biennium  along  with  the  fund's  anticipated  revenues. 

In  addition  to  the  "other  fund"  source  appropriated  in  the  youth 
camp  budget,  the  department  of  natural  resources  provides  work  programs 
for  the  camp  residents  (R.C.M.  80-1412). 

The  department  of  natural  resources  allocates  the  following  monies 
for  the  youth  camp  work  programs: 


Fiscal  Year  1976  -  $78,769  (actual) 

1977  -  84,980  (budgeted) 

1978  -  88,238  (requested) 

1979  -   95,009  (requested) 


These  funds  are  appropriated  to  the  department  of  natural  resources. 

Current  Service  Increases 

Current  services  for  the  1978-1979  biennium  should  increase  4%  over 
what  was  appropriated  for  the  1976-1977  biennium.   Recommended  current 
service  demands  in  the  1979  biennium  are  computed  using  the  actual 
expenditures  for  fiscal  1976. 
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Operating  Expenses 

The  1979  biennium  operating  expenses  should  increase  6.5%  over  the 
1977  biennium.   A  substantial  part  of  this  increase  is  the  result  of 
increased  insurance  premiums  and  repair  and  maintenance  costs. 

Personal  Services 

The  actual  1976  expenditures  for  personal  services  are  used  as  a 
base  to  calculate  the  recommended  expenditures  for  1978  and  1979.   This 
method  results  in  an  increase  in  1978  and  1979  of  4.77%  over  the  1976-1977 
biennium. 

Recommended  Budget  for  1978-1979  Biennium 


1978 

1979 

Current  Level 

+  Modified 

=  Total 

Current  Level 

+ 

Modified 

=  Total 

srsonal 

Services 

$356,039 

-0- 

$356,039 

$363,930 

-0- 

$363,930 

Derating 

Expenses 

148,049 

$11,220 

159,269 

153,028 

$7,166 

160,194 

luipment 

8,600 

-0- 

8,600 

7,960 

-0- 

7,960 

Total     $512,688      $11,220    $523,908        $524,918      $7,166     $532,084 

Additional  Positions 

The  institution  has  requested  three  additional  positions  -  two 
currently  funded  by  CETA  and  one  cottage  life  attendant. 

The  added  positions  are  not  recommended  because: 

1.   general  funds  are  not  recommended  to  be  used  to  support  positions 
funded  by  CETA,  and 
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2.   workload  statistics  are  not  available  to  justify  the  extra 
positions. 

Although  the  agency  is  preparing  workload  justifications  for  the 
new  positions,  the  population  and  services  of  the  institution  is  ex- 
pected to  be  the  same  as  that  appropriated  for  this  biennium. 

Swan  River  Population  by  Referral 

The  youth  camp  has  been  described  as  a  facility  to  "provide  ade- 
quate care  and  custody  and  effective  counseling  and  supervision  of  the 
delinquent  male  youths".   There  is  nc  statutory  authority,  however,  that 
limits  the  population  at  the  camp  to  delinquent  youths  ("an  individual 
who  is  less  than  18  years  of  age"  -  R.C.M.  10-1203(10)). 

There  are  specific  statutes  that  allow  persons  between  ages  10  and 
21  years  to  be  committed  to  the  camp  (R.C.M.  80-1410).   Persons  up  to  25 
years  may  be  transferred  to  the  camp  from  the  Montana  state  prison 
(R.C.M.  80-2210),  and  youths  16  years  or  older  may  be  committed  directly 
to  the  camp  by  district  courts  (R.C.M.  10-1229). 

These  statutory  allowances  in  effect  make  it  possible  to  have  an 
age  range  at  the  camp  from  10  years  to  25  years  of  age. 

These  statutes  also  make  it  possible  for  the  residents  to  have  as 
varied  an  offense  record  as  first  time  drug  offenders  to  hardened 
felons. 

Neither  the  committment  records  nor  the  age  breakdown  for  the 
current  population  is  available,  but  statistics  on  referrals  to  the  camp 
through  1976  i-s  available. 
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Referral  Sources  by  Fiscal  Year 


1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

Pine  Hills  School 

80 

33 

29 

28 

45 

47 

34 

24 

Mt .  State  Prison 

2 

17 

19 

8 

17 

12 

21 

53 

Youth  Courts 

0 

0 

0 

4 

1 

4 

8 

8 

District  Courts 

0 

0 

0 

3 

6 

16 

26 

0 

Total 

82 

50 

48 

43 

69 

79 

89 

85 

The  trend  in  recent  years  is  that  the  population  is  increasingly 
referred  from  the  prison.   It  appears  the  camp  is  us^d  more  as  an  al- 
ternative to  incarceration  for  the  adult  offender  than  for  the  "delinquent 
male  youths". 
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DEPARTMENT  OF  INSTITUTIONS 
Veterans'  Home 


Fiscal 
1979 
FTE 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


49.10 
49.13 


General  Fund 

$874,153 
40,000 


— Biennium 

Other  Funds   T(  tal  Funds 


(.03)     $834,153 


$   626,130 
1,406,734 

$(780,604) 


$1,500,283 
1,446,734 

$53,549 


The  difference  in  the  general  fund  recommendation  is  based  on  our 
recommendation  that  the  home  utilize  medicaid  as  an  offset  to  general 
fund  expenditures. 

The  difference  in  the  total  funds  recommendation  is  based  on  our 
more  conservative  determination  of  current-level  funding. 
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DEPARTMENT  OF  INSTITUTIONS 
Veterans'  Home 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


45.13 


$485,656 

196,370 

10,065 

$692,091 

16,788 


$507,095 

154,831 

5,801 

$667,727 


48.80 


$526,575 
196,370 


49.13 


49.13 


$  20,000    $  20,000   (96.0) 
694,0^8     712,656   258.2 


$722,945    $714,078    $732,656    2.24 
200, 0001 


$564,065 

157,880 

1,000 


$518,405 

184,918 

10,755 


$538,277    (1.35) 
193,179   20.91 
1,200   75.78 


$722,945    $714,078    $732,656    4.03 


1.  Fiscal  1977  reversion  due  to  higher  reimbursements  by  veterans'  administration. 

Summary 

Although  we  recommend  a  2 . 24  percent  increase  of  spending  authority 
in  the  1979  biennium,  it  is  possible  to  reduce  the  general  fund  ap- 
propriation to  $40,000.   The  reduction  of  general  fund  is  made  possible 
by  utilizing  both  medicaid  and  veterans'  administration  reimbursements 
during  the  1979  biennium. 

The  1.35  percent  reduction  in  personal  services  for  the  1979  biennium 
is  derived  by  applying  vacancy  savings  experienced  in  fiscal  1976  to  the 
projected  personal  services  needed  next  biennium. 
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Operating  expenses  increase  for  two  reasons: 

1.  Contract  for  local  physician  services  has  been  renegotiated  at 
a  higher  rate,  and 

2.  The  veterans'  home  farm  is  established  as  an  enterprise, 
placed  on  a  revolving  account  and  incorporated  into  the  budget. 

Capital  expenses  increase  as  the  result  of  a  health  department 
requirement;  the  home  has  to  purchase  a  walk-in  freezer  for  food  pre- 
servation rather  than  continue  canning. 

Analysis 

The  analysis  presented  to  the  44th  legislature  by  the  fiscal  analyst 
recommended  that  the  veteran's  home  should  become  medicaid  certified. 

The  analysis  stated  that  by  adding  5  staff  members  the  home  could 
be  certified  to  receive  reimbursements  for  operating  costs  from  medicaid. 
The  effect  of  these  reimbursements  would  be  to  significantly  lower  the 
state  cost  of  operating  the  home. 

Since  the  staff  of  the  home  and  veteran's  organizations  opposed  the 
certification,  "the  department  of  institutions  agreed  to  raise  the 
resident  fees  to  a  level  commensurate  with  the  cost  of  operations." 

The  department,  however,  did  not  raise  the  resident  fees  to  cover 
costs  as  they  agreed.   The  method  and  schedule  for  collecting  resident 
fees  during  this  biennium  is  the  same  used  at  the  time  the  department 
agreed  to  change.   General  fund  expenditure  during  1976  totaled  $468,868. 
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Fund  Analysis 

Cost  of  operations  during  fiscal  1976  was  $667,727, 


Cost  Funding  By  Source 
Fiscal  1976 

General  Fund  -  $468,868 

Federal  Funds  (VA)      -   195,827 
Farm  Revolving  Account   -    3,032 

Total  Fiscal  1976  Expenditures  $667,727 


We  are  recommending  funding  for  the  1979  biennium  based  on  the  same 
average  daily  population  experienced  in  fiscal  1976  -  130  residents. 

The  residents  occupy  two  levels  of  care;  domiciliary  (same  as  room, 
board  and  health  care)  and  nursing  (same  as  a  private  nursing  home) . 

The  average  daily  population  of  each  for  fiscal  1976  was: 


Domiciliary    91  residents 
Nursing        39  residents 

Total       130 


The  daily  reimbursable  cost  of  care  for  each  during  fiscal  1976  was 
as  follows: 

Type  of  Care        Cost/Patient/Day      Times  //  Patients   =  Total  Cost/Day 

Domiciliary  $10.24  91  $   932 

Nursing  22.44  39  875 

Total  $13.90a  130  $1,807 

Total  cost  available  for  reimbursement  =  $661,362 

a.  This  amount  is  not  the  sum  of  the  costs/patient/day.   It  is  rather  the 
average  cost/patient/day  determined  by  dividing  the  total  cost/day  by 
the  average  number  of  patients. 
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The  difference  between  the  $661,362  and  the  total  cost  of  operations 
in  fiscal  1976  is  $6,365;  not  available  for  reimbursement  because  the 
expenses  were  not  for  service  related  items. 

During  fiscal  1976,  $395,584  of  the  $661,362  was  reimbursed. 


Total  available  for  reimbursement  $661,362 

Veterans  administration  reimbursed  (215,421) 

Patients  reimbursed  through  fees  (180,163) 

Balance  available  for  reimbursement  $265,778 


Since  the  reimbursements  fell  short  of  the  available  amount,  the 
general  fund  had  to  make  up  the  $265,778. 

Recommendation 

We  expect  the  total  cost  of  operations  to  increase  by  4.25  percent 
next  biennium.   At  the  same  time,  VA  reimbursements  have  increased  by 
law  to  a  higher  per  diem  rate. 

The  following  table  identifies  the  amount  remaining  after  anticipated 
VA  reimbursements  have  been  deducted. 

1978  1979 

Total  Costs  $714,078  $732,656 

Less  VA  Reimbursement  (303,568)  (303,568) 

Balance  $410,510  $429,088 

Less  non-reimbursable  expenses       (18,455)  (10,200) 

Balance  available  for  reimbursement    $3  92,055  $418,888 
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The  non-reimbursable  expenses  consist  of  the  farm  operation  and 
equipment  purchases  which  are  not  eligible  for  reimbursement. 

We  expect  the  reimbursable  cost  per  patient  day  for  each  level  of 
care  during  the  1979  biennium  to  be  as  follows: 

1978  1979 

Domiciliary    Nursing  Care   Domiciliary    Nursing  Care 

Average  Daily  Costs      $10.90         $23.57        $11.27         $24.38 
Less  VA  Reimbursement     (5.50)         (10.50)        (5.50)         (10.50) 

Balance  of  costs 

available  for  $5.40         $13.07         $5.77  $13.88 

reimbursement 

The  home  averaged  14  patients  in  1976  that  were  non-veterans;  pre- 
sumably spouses  of  veterans.   The  veteran's  administration  will  not  re- 
imburse for  service  to  these  individuals.   Consequent?.y,  the  balance  of 
costs  available  for  reimbursement  will  be  higher  depending  on  the  number 
of  non-veterans  in  the  home. 

Conclusions 

The  assumption  we  have  made  in  this  analysis  is  that  the  VA  and  the 
patient  or  medicaid  will  pay  for  all  cost  of  operation  during  the  1979 
biennium  except  those  costs  identified  as  non-reimbursable. 

In  providing  the  veterans  home  at  Columbia  Falls,  the  state  is  ful- 
filling its  constitutional  obligation  to: 
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"establish  and  support  institutions  and  facilities 
as  the  public  good  may  require,  including  homes  which 
may  be  necessary  and  desirable  for  the  care  of 
veterans."   (Article  XII,  Section  3(1)  Montana 
Constitution,  1972). 


and : 


"The  people  declare  that  Montana  servicemen,  service- 
women,  and  veterans  may  be  given  special  considerations 
determined  by  the  legislature."   (Article  II,  Section 
35  Montana  Constitution,  March  22,  1972). 


We  recommend  that  the  veteran  pay  for  his  care  at  the  home  to  the 
best  of  his  ability.   If  the  individual  cannot  pay  any  or  all  of  the 
remaining  reimbursable  costs,  medicaid  is  available  to  assume  the  balance. 

The  coordinator  for  state  veterans  home  programs,  located  in  Wash- 
ington, D.C.,  has  said  that  the  VA  will  reimburse  up  to  one-half  costs 
to  the  state.   So  long  as  other  reimbursements  do  not  exceed  the  dif- 
ference between  the  VA  reimbursement  and  total  cost  to  the  state,  any 
other  reimbursement  program  is  compatible  with  VA  reimbursement. 

We  therefore  recommend  to  the  extent  that  the  patient  is  able,  he 
be  required  to  pay  for  his  cost  of  care.   We  also  recommend  that  medicaid 
be  utilized  for  the  difference. 
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DEPARTMENT  OF  INSTITUTIONS 
Warm  Springs  State  Hospital 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

677.60 

$22,110,802 

$609,027 

$22,719,829 

625.97 

21,645,310 

730,115 

22,375,425 

51.63 

$465,492 

$(121,088) 

$344,404 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  in  funding  levels  is  attributed  to  our  greater 
reduction  in  recommended  staff  than  the  executive.   We  recommend  greater 
reductions  of  registered  nurses,  licensed  practical  nurses  and  admin- 
istrative positions.   We  do,  however,  recommend  maintaining  the  direct- 
care  staff  positions  funded  by  the  44th  legislature. 

We  also  recommend  a  greater  reduction  of  variable  expenses  based 
on  the  reduced  population. 

The  difference  in  other  funds  is  based  on  our  anticipation  that 
revenues  next  biennium  will  be  equivalent  to  fiscal  1976. 
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DEPARTMENT  OF  INSTITUTIONS 
Warm  Springs  State  Hospital 


FTEX 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Fiscal 

1976 

1,000.27 


Appropriated 

Fiscal 

1977 

998.12 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


%  Change 
Bienniun 
1977  -  I 


625.97 


625.97 


$11,545,601  $15,142,918  $10,693,140  $10,952,170 

3,311,592      346,294      402,928  327,187 

24,989  

$14,882,182  $15,489,212  $11,096,068  $11,279,357 

327,540 


$11,016,954  $13,034,285  $  9,119,221  $  9,249,321 

1,986,705  2,193,193  1,863,927  1,936,356 

475,660  261,734  112,920  93,680 

$13,479,319  $15,489,212  $11,096,068  $11,279,357 
463,802 

$13,943,121  $15,489,212  $11,096,068  $11,279,357 


(18.9) 
(80.0) 


(26.3) 


(23.6) 

(9.1) 

(71.9) 

(22.3) 
(24.0) 


1.  The  full  time  equivalents  do  not  include  222  FTE  patient  workers  in  the  1977 
biennium.   The  appropriation  and  actual  expenditure  in  fiscal  1976  for  patient 
pay  is  included. 


Summary 

The  decrease  in  recommended  funding  levels  for  next  biennium  re- 
flects a  49  parcent  projected  drop  in  the  patient  population  of  Warm 
Springs.   The  hospital's  appropriation  tor  the  1977  biennium  was  based 
on  a  projected  patient  load  of  980.   The  present  population  is  564.   Our 
funding  recommendation  is  based  on  a  projected  population  of  500  during 
the  1979  biennium. 
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Savings  can  be  expected  to  occur  by  reducing  direct  care  staff  pro- 
portionately to  the  reduction  in  population.   Administrative,  nursing 
and  food  service  staff  also  are  recommended  to  be  reduced. 

The  reasons  behind  the  significant  reductions  of  patients  at  Warm 
Springs  include: 

1.  The  "new  committment  laws",  Section  38-1301  R.C.M.  1947  make  it 
more  difficult  to  commit  patients  to  the  hospital,  and 

2.  The  emphasis  and  funding  for  deinstitutionalization  has  re- 
sulted in  long-time  residents  returning  to  the  communities. 

During  fiscal  1976  about  $805,000  was  spent  on  patient-related 
expenses.   This  money  purchased  groceries,  tobacco,  clothing  and  per- 
sonal items  and  bedding  linen.   We  recommend  these  expenses  be  reduced 
proportionately  to  the  reduced  population.   This  calculation  causes  the 
9.1  percent  decrease  ir.  operating  expenses. 

The  impact  of  Warm  Springs  patients  returning  to  the  community  and 
the  concomitant  need  for  community  services  requires  increased  funding 
to  the  community  mental  health  programs.   We  recommend  an  increase  in 
general  fund  support  to  these  programs  (see  mental  health  bureau  analysis) 

Analysis 

As  can  be  seen  from  the  following  comparative  statistics,  the 
number  of  patients  at  Warm  Springs  has  decreased  but  the  number  of  staff 
and  consequently  the  operating  costs  have  substantially  increased: 
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Patient  Population  1974-1976 


Inpatients  at  Beginning 

Additions  Through  Year  End 

Deaths 

Discharged 

Inpatients  Year  End 


Fiscal 

Fiscal 

Fiscal 

1974 

1975 

1971 

1,066 

1,057 

904 

2,797 

1,962 

1,457 

90 

72 

35 

2,716 

950 

1,658 

1,057 

904 

668 

Cost  Breakdown 


Personal  Services 

$6,195,931 

$  7,667,834 

$11,016,954 

Operating  Expanses 

1,327,287 

1,709,439 

1,986,705 

Equipment 

108,243 

183,848 

475,660 

Transfers,  Capital  Outlays, 

Grants 

37,512 

673,203 

463,802 

Total  Operating  Costs 

$7,668,973 

$10,234,324 

$13,943,121 

Average  Daily  Population 

1,099 

954 

771 

FTE 

777.69 

873.74 

998.12 

Staff  to  Patient  Ratios 

1:1.4 

1:1.1 

1:0.8 

The  composition  of  the  budgeted  998.12  FTE's  for  fiscal  1976  is  as 
follows: 


Function 


FTE 


Administrative  90.29 

Professional-Clinical  Services  77.97 

Licensed  Practical  Nurses  110.00 

Registered  Nurses  71.70 
Direct  Care  (Psychiatric  Aides  & 

Special  Duty  Aides)  416.10 

Food  Service  75.45 

Physical  Plant  &  Maintenance  120.21 

Other  (Education,  Diagnostic,  etc.)  36.40 

Total  Number  of  FTE  998.12 
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Staffing  Composition  Recommendation 

We  recommend  the  following  staff  composition  for  the  1979  biennium: 


Function 

Administration 

Professional-Clinical  Services 

Licensed  Practical  Nurses 

Registered  Nurses 

Direct  Care  (Aides) 

Food  Service 

Physical  Plant  &  Maintenance 

Other 

Total 


FTE 


Staff  to  Patient  Ratio 


66.19 

NA 

77.97 

1:6 

12.00 

1:42 

24.00 

1:21 

250.00 

1:2 

43.00 

1:12 

120.21 

NA 

32.60 

NA 

625.97 


Standards 

The  standards  we  have  used  to  reach  our  recommendation  are  those 
stated  in  Wyatt  v.  Stickney   for  registered  nurses  (RNs) ,  licensed 
practical  nurses  (LPNs) ,  psychiatric  aides  I,  II  and  III  and  food  ser- 
vice workers.   This  case  was  a  class-action  suit  brought  against  the 
hospitals  for  the  mentally  ill  and  mentally  retarded  in  Alabama  in  1971. 

The  suit  resolution  included  the  following  minimum  staffing  ratios: 


Psychiatric  Aides 
Registered  Nurses 
LPNs 

Food  Service  Workers 
(including  cooks) 


1:2.5 
1:2.1 
1:4.2 
1:1.2 


Our  recommendation  is  based  on  applying  these  ratios  to  the  estimated 
500  patient  population  at  Warm  Springs  during  the  1979  biennium.   We 


1.  Wyatt  v.  Stickney,  334  F.  Supp .  1314  (1971) 
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have,  however,  adjusted  the  psychiatric  aides  ratio  to  1:2.  Since  the 
legislature  funded  the  1:2  direct  care  staff  for  the  1977  biennium,  we 
have  recommended  the  same  ratio  for  the  1979  biennium. 

We  also  recommend  that  the  number  of  general  administrative  staff 
such  as  accounting  clerks,  administrative  aides  and  personnel  technicians 
be  reduced  by  24.1  FTE.   A  reduction  of  general  administrative  duties 
can  be  expected  as  the  number  of  staff  and  patients  are  reduced. 

These  recommendations  are  based  on  the  assumption  that  the  patient 
population  will  decrease  only  modestly  from  present  patient  levels. 
Whether  these  assumptions  are  appropriate  depends  upon  the  efforts  of 
community  mental  health  centers  in  treating  patients  in  the  community. 
Whether  the  patient  population  can  be  decreased  beyond  that  projected 
will  depend  upon  the  severity  of  illness  of  those  patients  presently 
residing  at  the  hospital.   A  profile  of  the  treatment  needs  of  each 
patient  has  been  requested  and  the  appropriation  level  for  the  hospital 
should  not  be  determined  until  that  information  has  been  received  and 
analyzed. 
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DEPARTMENT  OF  INSTITUTIONS 
Board  of  Pardons 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

3.25 

$139,799 

-0- 

$139,799 

2.25 

107,354 

-0- 

107,354 

1.00 

$32,445 

-0- 

$32,445 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  in  the  amount  provided  is  due  to  the  addition  of  a 
hearings  examiner  position  by  the  executive. 

We  do  not  recommend  funding  this  additional  position. 
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DEPARTMENT  OF  INSTITUTIONS 
Board  of  Pardons 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


2.25 

$61,942 
195 


$61,747 


2.25 


$68,250 


$68,250 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


2.25 


$54,037 


$54,037 


2.25 


%  Change 
Biennium 
1977  -  79 


$53,317    (17.5) 


51,471 

$41,765 

$41,557 

$41,408 

(11.0) 

10,276 

26,485 

11,830 
650 

11,909 

(35.4) 

$53,317    (17.4) 


Summary 

We  recommend  the  general  fund  be  reduced  by  17.5  percent  in  the 
1979  biennium.   The  reduction  is  made  possible  by  eliminating  money 
allocated  for  a  new  hearings-examiner  position. 

Analysis 

When  the  adult  parole  and  probation  bureau  split  from  the  board  of 
pardons  and  moved  to  the  central  office  (Section  82A-804,  R.C.M.  1947) 
2.25  FTE  were  left  with  the  board  of  pardons. 

General  fund  was  transferred  from  parole  and  probations  to  the 
board  to  fund  a  hearings-examiner.   The  position  has  not  been  authorized 
by  the  legislature. 
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We  believe  the  executive  secretary's  duties  include  those  of  a 
hearings  examiner. 

We  believe  adding  more  staff  for  this  function  is  unnecessary. 
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DEPARTMENT  OF  INSTITUTIONS 
Mental  Health  Advisory  Council 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

T 

tal  Funds 

.7 

$49,921 

-0- 

$49,921 

ri_ 

49,921 

-0- 

49,921 

-0- 

-0- 

-0- 

-0- 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


We  support  the  executive  recommendation  for  this  council. 

The  legislature  may  want  to  consider  combining  this  function  with 
the  board  of  visitors  and  the  bocrd  of  institutions — all  responsible 
for  monitoring  the  department  of  institutions.   We  believe  the  function 
of  the  three  can  more  economically  be  realized  by  consolidating  into 
one  effort. 
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FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


DEPARTMENT  OF  INSTITUTIONS 
Mental  Health  Advisory  Council 


Actual 

Appropriated 

LFA  I 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

$20,000 
9 


$18,935 


$20,000 


$20,000 


.7 


$21,220 


$21,220 


mded    %  Change 
Fiscal   Biennium 
1979   1977  -  79 


$21,701   7.3 


$  7,167 

$11,604 

$12,583 

$12,792 

35.2 

11,743 

7,804 

8,045 

8,317 

(16.3) 

25 

592 

592 

592 

91.9 

$21,701   10.2 


Summary 

We  recommend  that  the  council  be  funded  at  what  they  have  identified 
as  current  level  needs. 

Personal  services  increases  for  two  reasons: 

1.  The  funding  is  for  an  increase  from  .5  to  .7  FTE;  and 

2.  Council  members  were  paid  out  of  contracted  services  in  fiscal 
'1976;  they  will  be  paid  out  of  personal  services,  per  diem,  entity. 

Analysis 

The  mental  health  advisory  council  was  created  by  HJR  55  of  the 
44  session.   The  duties  of  the  council  include  identifying  and  monitoring 
the  state's  responsiveness  to  mental  health  needs. 
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The  legislature  may  want  to  determine  whether  the  council's  function 
can  be  combined  with  the  board  of  visitors  and  board  of  institutions — both 
also  monitoring  the  department  of  institutions'  delivery  of  services 
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DEPARTMENT  OF  INSTITUTIONS 
Mental  Disabilities   Board  of  Visitors 


Fiscal 

1979 

— -Bii 

FTE 

General   Fund 

Othi 

sr   Funds 

Total   Funds 

1.0 

$66,000 

-0- 

$66,000 

1.5 

82,038 

-0- 

82,038 

(il) 

$(16,038) 

-0- 

$(16,038) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  in  the  amounts  recommended  is  that  we  recommend 
the  legislature  fund  an  additional  one-half  time  secretary. 

The  executive  budget  office  incorporated  this  board  into  the  de- 
partment of  institutions  for  administrative  purposes. 

The  legislature  may  want  to  consider  consolidating  the  function 
of  this  board  with  the  board  of  institutions  and  the  mental  health 
advisory  council;  all  three  programs  are  separately  monitoring  the 
department  of  institutions. 
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DEPARTMENT  OF  INSTITUTIONS 
Mental  Disabilities  Board  of  Visitors 


FTE 

Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

LFA  I 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1.0 

$30,000 
20,225 


$9,775 


1.0 


$30,000 


$30,000 


LFA  Recommended    %  Change 
Fiscal   Biennium 
1979   1977  -  79 


1.5 


$41,412 


$41,412 


1.5 


$40,626    36.7 


739 

$16,133 

$20,870 

$20,918 

147.7 

8,358 

13,777 

19,542 

19,608 

76.9 

678 

90 

1,000 

100 

43.2 

$40,626    106.3 


Summary 

The  36.7  percent  increase  in  the  expenditure  level  of  this  program 
is  for  one  half-time  secretary. 

The  reversion  of  general  fund  was  the  result  of : 

1.  The  five  member  board  was  not  appropriated  until  December 
1975,  and 

2.  The  executive  director  was  not  hired  until  June,  1976. 

Staff  Increase 

The  one  staff  member  is  the  executive  director  appropriated  by  the 
board.   His  current  duties  include  responding  to  requests  for  intervention 
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on  individual  cases,  insuring  that  the  board  is  meeting  its  statutory 
mandates,  and  overseeing  the  implementation  of  the  board's  activities 
and  all  secretarial  duties  required  of  the  board. 

The  secretarial  duties  include  typing  reports,  typing  responses  to 
inquiries,  answering  the  phone  and  other  secretarial  duties.   In  ad- 
dition to  these  duties  the  director  has  responded  to  50  requests  for 
intervention  into  individual  cases. 

Since  the  director  is  more  frequently  being  called  away  from  the 
secretarial  duties,  we  believe  the  half-time  position  is  justified. 

Other  Expenditures 

The  board  was  only  operational  for  six  months  during  fiscal  1976. 
We  have  therefore  increased  their  1976  expenditures  proportionately  to 
reflect  full  year  expenditures. 

We  recommend  that  the  board  be  given  $900  in  fiscal  1978  to  pur- 
chase office  equipment  for  the  new  secretary. 

Enabling  Act 

The  board  of  visitors  was  created  by  the  44th  legislature  in  the 
new  committment  laws  (Section  38-1300  R.C.M.  1947). 

The  board  is  administratively  attached  to  the  Gcvernor ' s  office  and 
can  not  be  an  agent  or  employee  of  the  department  of  institutions 
(Section  38-1330(1)) . 
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The  board  was  established  as  "an  independent  board  of  inquiry  and 
review  to  assure  that  the  treatment  of  all  persons  either  voluntarily  or 
involuntarily  admitted  to  a  mental  facility  is  humane  and  decent.  .  .  ." 
(Section  38-1330(2)). 

We  recommend  the  board  be  administratively  attached  to  the  depart- 
ment of  institutions. 


EDUCATION 
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BOARD  OF  PUBLIC  EDUCATION 


Fiscal 

1979 
FTE 

— Bi< 
Oth. 

General  Fund 

;r  Funds 

Total  Funds 

2.0 

$382,609 

-0- 

$382,609 

-0- 

37,100 

-0- 

37,100 

2.0 

$345,509 

-0- 

$345^509 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  is  due  to  the  executive  recommending  funds  for  the 
fire  service  training  program  be  appropriated  to  the  board  rather  than 
the  five  vocational  education  centers  as  in  previous  bienniums  and  to 
the  executive  recommending  an  executive  assistant  for  the  board.   We 
feel  the  relationship  between  the  board  and  the  superintendent  of  public 
instruction  will  not  be  satisfactory  under  the  present  governance 
structure. 

The  executive  recommends  overhead  and  office  expenses  be  appropriated 
to  the  board  while  we  recommend  the  superintendent  be  responsible  for 
administrative  duties.   We  recommend  only  expenses  incurred  and  controlled 
directly  by  the  board  be  appropriated  to  it. 
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BOARD  OF  PUBLIC  EDUCATION 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Lr'A  Recommended 

Fiscal       Fiscal 

1978         1979 


Fund  Source 

General  Fund 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


$29,756 
39 


13,670 
14,047 

$27,717 
2,000 

$29,717 


$31,879     $18,550 


$18,550 


%  Change 
Biennium 
1977  -  79 


(39.8) 


13,254 
16,625 

$29,879 
2,000 

$31,879 


4,200 
14,350 

$18,550 
$18,550 


4,200 

(68.8) 

14,350 

(6.4) 

$18,550 

(35.6) 

$18,550 

(39.8) 

The  recommended  decreased  funding  level  is  because  of  transferring 
costs  to  the  office  of  superintendent.   The  costs  provided  in  the  re- 
commendation are  only  for  expenses  controlled  by  the  board.   Secretarial 
services  and  basic  office  expenses  are  recommended  in  the  superintendent 
of  public  instruction's  budget.   Travel  and  per  diem  are  based  on  24 
meeting  days  each  year.   This  will  allow  the  board  enough  time  to  work 
closely  with  the  executive  secretary,  evaluate  programs,  and  define  the 
state  role  in  serving  public  education. 

Travel  for  two  board  members  to  attend  the  natioral  association  of 
state  boards  of  education  and  the  organization's  dues  are  recommended. 

The  cost  of  long  distance  phone  calls  by  board  members  is  recom- 
mended . 
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Indirect  cost   charged  by  the  superintendent  is  recommended  to  be 
eliminated.   The  superintendent,  as  executive  secretary,  has  the  re- 
sponsibility of  providing  administrative  services  for  the  board. 

The  budget  analysis  of  the  office  of  superintendent  of  public  in- 
struction elaborates  further  on  difficulties  with  the  organization 
structure  for  state  supervision  of  education. 
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DEPARTMENT  OF  EDUCATION 

Superintendent  of  Public  Instruction 

Chief  State  School  Officer  and 

Educational  Services  Programs 

Fiscal 

1979    Biennium 

FTE     General  Fund   Ocher  Funds   Total  Funds 

Executive  Budget  183.50    $2,998,850    $6,418,578    $9,417,428 

LFA  Recommendation  171.10     2,558,656     5,417,575     7,976,231 

Executive  over  (under)  LFA  12.40      $440,194     $1,001,003    $1,441,197 

There  are  three  major  differences: 

1.  The  executive  recommends  appropriating  spending  authority 
for  intra-agency  transfers  ($875,866); 

2.  The  executive  recommends  expanding  the  state  vocational 
education  administration  ($223,954); 

3.  The  executive  did  not  take  account  of  current  level  pro- 
grams discontinued  by  OSPI  (approximately  $341,377). 

Slight  offsetting  variances  are  also  involved  due  to  vacancy  and 
turnover  adjustments  and  inflation  guidelines.   Our  recommended  general 
fund  is  lower  due  to  using  all  available  federal  funds. 
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DEPARTMENT  OF  EDUCATION 

Office  of  Superintendent  of  Public  Instruction 

LFA  Recommended  %  Change 

Fiscal  Fiscal   Biennium 

1978  1979   1977  -  79 

FTE                         161.50       161.50      170.60  171.10 

Fund  Source 

General  Fund               $1,385,809   $1,512,779   $1,249,499  $1,309,157   (11.7) 

Other  Funds-Appropriated     2,228,702    2,379,974   2,693,500  2,724,075   17.6 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

Other  Funds-Budget  Amended      38,148 


$2,232,781 

$2,391,780 

$2,567,988 

$2,624,382 

12.3 

962,090 

1,080,314 

1,254,598 

1,286,745 

24.4 

119,733 

75,190 

120,413 

122,105 

24.4 

$3,314,604 

$3,547,284 

$3,942,999 

$4,033,232 

16.2 

324,464 

345,469 

$3,639,068 

$3,892,753 

$3,942,999 

$4,033^,232 

5.9 

Total  Funds  $3,652,659   $3,892,753   $3,942,999    $4,033,232    5.7 

Reversion-General  Fund  13,591 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Summary 

We  recommend  a  16.2  percent  operating  cost  increase  for  the  1979 
biennium.   All  on-going  current  level  services  are  recommended. 

General  fund  recommended  is  reduced  due  to  less  out-of-state  travel 
recommended  and  using  all  federal  funds  available.   The  non-operating 
costs  shown  consist  of  internal  transfers.   We  recommend  total  spending 
authority  not  be  increased  for  such  transfers. 
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Unclear  Lines  of  Authority 

The  1975  legislature  apparently  was  concerned  with  the  management 
of  vocational  education  programs  in  the  state.   Two  bills  were  introduced 
in  the  1975  session  (H.B.  566  and  H.B.  588)  to  remove  the  administrative 
authority  for  vocational  education  programs  from  the  office  of  super- 
intendent of  public  instruction.   H.B.  566  which  became  Chapter  434,  Law 
of  1975  designated  the  state  board  of  education  as  the  board  of  voca- 
tional education  and  removed  all  authority  from  the  superintendent 
relating  to  vocational  education.   That  law  was  declared  unconstitutional 
by  the  state  supreme  court.   The  decision  was  based  on  the  court's 
finding  that  the  constitutional  duties  of  the  board  of  education  were 
simply  to  coordinate  and  evaluate  programs.   The  attempt  in  H.B.  566  to 
involve  the  board  in  the  administration  of  the  program  was,  thus,  found 
to  be  unconstitutional. 

Since  the  1975  session,  the  conflicts  between  the  board  of  public 
education  and  the  office  of  superintendent  over  administration  of  vo- 
cational education  have  become  increasingly  visible.   Controversy 
surrounding  the  employment  of  the  director  of  vocational  education  sur- 
faced during  several  board  meetings.   It  seems  that  constitutional  and 
statutory  provisions  relating  to  the  duties  of  the  board  and  the  office 
of  superintendent  are  in  conflict. 

The  Montana  constitution  in  Article  10,  Section  9  (3a)  provides  the 
board  of  public  education  is  to  exercise  general  supervision  over  the 
public  school  system  and  such  other  public  educational  institutions 
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assigned  by  law  and  carry  out  other  duties  of  the  board  as  provided  by 
law.   Article  6,  Section  4(5)  provides  that  the  superintendent  shall 
have  such  duties  as  provided  by  law. 

While  the  constitution  mandates  general  supervision  of  public 
schools  as  a  board  function,  the  organization  to  supervise  public  edu- 
cation exists  under  control  of  the  superintendent.   Funds  to  administer 
the  board's  policies  and  carry  out  its  duties  have  been  appropriated  to 
the  office  of  superintendent  of  public  instruction.   Virtually  all 
statutory  provisions  dealing  with  the  state  administration  and  direction 
of  public  schools  assign  duties  to  the  office  of  superintendent. 

It  would  seem  that  two  main  alternatives  exist  to  clarify  this 
conflict  between  the  board  of  public  education  and  the  office  of  super- 
intendent. 

1.  By  constitutional  amendment  abolish  the  board  of  public  edu- 
cation and  give  the  board's  present  constitutional  authority  to  the 
superintendent  of  public  instruction. 

2.  Statutorily  assign  the  present  duties  and  appropriations  of 

the  superintendent  to  the  board  of  public  education.   The  superintendent's 
office  could  either  be  eliminated  as  an  elective  office  or  the  office 
could  act  in  an  advisory  capacity  to  the  board.   In  either  case  the 
board  would  hi'-e  an  executive  secretary  to  serve  at  the  pleasure  of  the 
board  to  carry  out  the  board's  policies. 

In  32  of  the  50  states,  the  superintendet  is  an  appointed  official, 
usually  carrying  out  the  policies  of  a  gubernatorially  appointed  board. 
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Chief  State  School  Officer  Program 

The  program  is  to  provide  leadership,  direction  and  coordination 
for  the  superintendent's  office  and  the  people  served.   The  staff  in 
this  program  consist  of  the  superintendent,  a  deputy  superintendent, 
assistants  to  the  superintendent  and  support  personnel.   The  staff 
provides  immediate  assistance  in  performing  those  duties  requiring  the 
superintendent's  personal  attention  or  representation. 

The  following  figures  show  the  program  detail. 


Actual 

Budget 

LFA  Recommended 

Fiscal 

Fiscal 

Fiscal      Fiscal 

1976 

1977 

1978        1979 

8, 

,7 

(27. 

.8) 

20, 

,5 

(39, 

.8) 

%  Change 

FTE            7.0  7.25  8.0  8.0 

Personnel    $138,309  $141,448  $150,374  $153,765 

Operations     16,883  21,950  14,027  14,027 

Capital           166  -0-  100  100 

Indirect  Cost  39,741  47,876  26,152  26,633 

Total      $195,099  $211,274  $190,653  $194,525        (5.2) 
General  Fund 


Among  the  four  professional  staff,  5  to  6  out-oif-state  trips  a  year 
are  recommended.   This  is  half  the  actual  fiscal  1976  out-of-state 
travel. 

Contract  services,  repairs  and  maintenance,  and  equipment  are  re- 
commended as  requested.   Each  of  these  items  are  less  for  the  1979  than 
the  1977  bienniura. 
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Supplies  and  communications  are  recommended  to  be  increased  above 
current  level  service  guidelines  so  the  program  can  handle  all  admin- 
istrative wor.c  for  the  board. 

Indiract  charges  are  transferred  to  OSPI's  revolving  fund.   The 
revolving  fund  finances  accounting  services,  basic  phone  costs,  routine 
office  supplies,  utilities,  rent  and  personnel  services.   The  office  is 
located  in  the  capital,  and  is  the  provider  of  services  which  are  cal- 
culated as  part  of  the  indirect  cost  rate.   The  department  of  admin- 
istration takes  care  of  the  capital  building  repair,  maintenance, 
janitorial  needs  and  utilities.   There  is  no  rent  charge  for  office 
space  within  the  capitol.   Therefore,  the  indirect  cost  charge  is  re- 
commended to  be  reduced. 

Educational  Service  Programs 

Surplus  property,  traffic  education  mobile  simulator ,  and  traffic 
safety  education  accounts  are  recommended  to  increase  by  inflation 
guidelines  and  personnel  merit  raises.   Freight  expenses  are  recommended 
to  increase  16  percent  for  fiscal  year  1978  and  8  percent  for  fiscal 
1979. 

School  lunch  funds  and  audio  visual  library  revolving  accounts 
recommended  budgets  have  standard  inflation  rates  with  freight  being 
calculated  at  16  percent  between  fiscal  1976  and  fiscal  1978  and  8 
percent  for  fiscal  1979. 


43^ 


Page  7  -  Education 

Film  purchases  for  the  library  were  budgeted  at  $50,000  a  year. 
During  the  1977  biennium  general  fund  was  appropriated  for  film  pur- 
chases to  help  the  program  get  started.   As  this  activity  is  to  be  self- 
supporting,  film  purchases  are  recommended  to  be  financed  from  the  audio 
visual  revolving  account. 

General  fund  and  federally  funded  on-going  programs  are  recommended 
to  continue  at  current  level  except  for  out-of-state  travel.   Actual 
fiscal  1976  expenditures  provided  for  vocational  education  professional 
personnel  to  take  four  out-of-state  trips  per  year.   The  "basic  skills" 
program  average  two  out-of-state  trips  per  year  for  each  professional 
staff  member.   Other  programs'  out-of-state  travel  varied  from  about  1 
to  4  trips  per  employee  per  year.   We  recmmended  out-of-state  travel  be 
reduced  fifty  percent. 

Programs  which  OSPI  represented  would  be  discontinued  by  the  1979 
biennium  are  recommended  to  be  removed  from  the  on-going  expenditure 
base.   This  reduced  federal  expenditures  $156,979  and  general  fund  costs 
$9,736. 

We  recommend  that  general  fund  be  reduced  in  the  amount  of  increased 
indirect  cost  recoveries  from  federal  grants. 

During  the  past  biennium,  the  agency  spent  general  funds  before 
spending  federal  funds  available  for  vocational  education  administration. 
The  budget  savings  of  $31,507  which  should  have  reverted  to  the  general 
fund  instead  augmented  local  vocational  education  programs  in  fiscal 
1977. 
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Since  the  superintendent  of  public  instruction  has  exempted  the 
office  staff  from  the  classification  and  pay  plan,  it  was  not  possible 
to  calculate  vacancy  savings.   OSPI  requested  a  2  percent  merit  raise 
each  year.   Two  percent  appears  reasonable  as  the  higher  paid  staff 
would  get  less  than  two  percent  while  secretarial  would  receive  about 
2.3  percent  on  the  classification  pay  matrix.   One  half  the  turnover 
rate  of  19  percent  was  used  which  amounted  to  savings  of  $5,227  in 
fiscal  1978  and  $3,004  in  fiscal  1979. 

The  office  pays  for  187  magazine  and  newspaper  subscriptions  at  an 
average  cost  of  $45  each,  dues  to  60  organizations,  and  registration 
fees  for  training  conferences.   As  many  of  the  magazines  are  available 
through  the  state  library  and  convention  attendance  is  recommended  to  be 
reduced,  we  recommend  the  line  item  "other  expenses"  be  given  a  zero 
inflation  rate. 

We  recommend  contract  services,  adjusted  travel,  supplies,  rent  and 
repairs  be  increased  five  percent  and  postage  be  increased  15  percent 
from  fiscal  1076  to  fiscal  1978.   Equipment  is  recommended  to  increase 
10  percent  between  fiscal  1976  and  fiscal  1978  and  another  6  percent  to 
fiscal  1979.   Capital  outlay  expenditures  were  not  requested  for  the 
1979  biennium. 

The  administrative  service  program  includes  all  rent,  janitorial 
services,  basic  phone  costs,  routine  office  supplies,  personnel  services 
and  accounting  staff,  etc.   The  program  is  funded  through  charges  to 
other  OSPI  programs  for  the  services  provided. 
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The  administrative  service  program's  current  level  request  is 
recommended.   Fiscal  1977  budget  is  lower  than  actual  fiscal  1976  ex- 
penditures.  Requested  operations  increased  3.6  percent  from  fiscal  1977 
to  fiscal  1978  and  4.0  percent  between  fiscal  1978  and  fiscal  1979. 
Rent  and  utilities  constitute  the  increasing  expenses. 

We  recommend  that  the  agency  have  authority  to  expend  anticipated 
federal  funds.   These  program  costs  do  not  imply  future  general  fund 
commitments. 

No  expansion  in  the  present  vocational  education  staff  of  25  is 
recommended.   We  question  whether  the  state  is  receiving  the  services 
that  should  be  expected  from  a  staff  of  this  size. 
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Biennium 
Foundation  and  Permissive  Funding  General  Fund 

Executive  Budget  $58,700,000 

LFA  Recommendation  88,739,000 

Executive  over  (under)  LFA  $(30,039,000) 


School  Fuud  Services 

Executive  Budget  $1,414,000 

LFA  Recommendation  1,238,570 

Executive  over  (under)  LFA                        $175,430 


Transportation 

Executive  Budget  $6,900,000 

LFA  Recommendation  6,874,000 

Executive  over  (under)  LFA                         £26,000 


We  recommend  that  real  property  taxes  which  support  public  schools 
be  held  constant  over  the  biennium.   The  executive  recommendation  in  our 
opinion,  would  entail  an  increase  in  property  taxation  of  approximately 
$30  million  over  the  two-year  period.   This  increase  is  due  to  the 
executive  allowing  for  inadequate  cost  increases  as  well  as  an  over- 
estimation  of  other  revenue  available. 

We  believe  the  cost  increases  assumed  in  the  executive  calculation 
would  entail  increasing  the  average  voted  levy  10  mills  by  the  end  of 
the  biennium.   In  addition  to  the  10  mills,  the  executive  utilizes 
higher  property  values  resulting  from  revaluation  in  determining  tax 
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revenue.   This  method  of  calculation  would  serve  to  increase  property 
taxes  at  all  levels.   Our  recommendation  is  that  the  effects  of  re- 
valuation be  neutralized  by  lowering  the  percentage  used  to  value  re- 
appraised classes  of  property. 

The  executive  estimates  that  over  $4  million  would  revert  from 
special  education  programs  during  the  biennium.   If  such  a  reversion  does 
not  occur  (and  we  doubt  that  it  will)  a  statewide  deficiency  levy  would 
be  required. 

The  executive  estimates  that  fund  balances  available  for  expenditure 
in  fiscal  1978  would  be  $1.5  million  higher  than  our  estimate.   To  the 
extent  our  figure  is  correct,  higher  statewide  property  taxes  would 
result. 

The  differences  in  recommendations  for  transpo7"tation  and  food 
services  are  due  to  our  slightly  lower  inflation  factors. 


437 


Page  3  -  Public  School  Support 

Public  School  Support 

We  recommend  a  7.25  percent  annual  increase  in  public  school 
operating  expenditures.   This  increase  is  approximately  that  of  other 
state  government  agencies  when  cost-of-living  pay  increases  are  added 
to  the  recommendations.   We  further  recommend  that  property  taxes  based 
on  values  of  real  estate  and  improvements  which  support  public  schools 
be  held  constant.   The  only  increases  in  dollars  from  property  taxes 
would  come  from  new  construction,  higher  values  of  mined  natural  resources 
(coal,  oil  and  copper)  and  increases  in  value  of  other  personal  property. 

To  the  extent  the  legislature  would  determine  that  a  7.25  percent 
annual  increase  is  inadequate,  property  taxes,  general  fund  appropriation 
or  additional  earmarked  revenue  would  need  to  be  allocated. 

The  following  assumptions  were  used  in  developing  the  public 
school  funding  recommendation: 

1.    Taxable  Valuation:   The  base  estimates  that  we  used  for  state- 
wide property  valuation  are  $1,477  billion  in  fiscal  1978  and  $1,636 
in  fiscal  1979.   These  figures  are  supplied  by  the  department  of  revenre. 
Since  the  fiscal  1979  figure  contains  $75  million  of  increased  value 
due  to  reappraisals  and  since  such  increases  would  result  in  higher 
property  taxes,  we  have  lowered  the  estimate  of  property  value  in  1979 
to  $1,561  billion.   In  order  to  realize  this  lower  valuation,  the 
percentage  used  to  calculate  the  taxable  value  of  reappraised  classes 
of  property  would  need  to  be  decreased  by  the  legislature. 
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In  calculating  local  levy  tax  proceeds  we  discount  projected  in- 
creases in  property  values  that  are  not  uniformly  distributed.   Examples 
of  such  increases  include  higher  coal  ad  valorem  revenues.   This  adjust- 
ment needs  to  be  made  so  that  the  "average"  district  would  not  need  to 
raise  taxes. 

It  is  emphasized  that  these  recommendations  would  not  result  in 
tax  relief.   If  the  recommendation  is  adopted,  taxes  would  not  increase. 
Neither  would  they  fall. 

2.  Earmarked  Revenue:   A  major  source  of  funding  for  the  founda- 
tion program  is  public  school  equalization  earmarked  revenue.   These 
earmarked  funds  include  25  percent  of  personal  and  corporate  income 
taxes,  10  percent  of  the  coal  tax,  50  percent  of  funds  received  from  oil 
and  gas  leases  on  federal  lands,  95  percent  of  the  r'ncome  from  state 
public  school  lands  and  95  percent  of  interest  on  the  permanent  school 
fund.   The  estimates  of  funds  available  from  each  of  these  sources 

are  computed  by  our  office.   Any  change  in  the  funds  available  from  one 
of  these  sources  means  an  offsetting  dollar  change  in  needed  general 
fund  appropriation. 

3.  Foundation  Schedules:   In  order  to  affect  a  7.25  percent  annual 
increase  in  public  school  expenses  while  holding  property  taxes  con- 
stant, the  non-voted  funding  would  need  to  increase  about  eight  per- 
cent annually.   Since  school  enrollment  is  projected  to  fall  slightly, 
the  statutory  schedules  would  need  to  be  increased  by  approximately 

nine  percent  annually. 
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4.    Budget  Ceiling:   If  the  recommended  funding  is  provided  public 
schools,  we  would  recommend  that  the  state  limit  the  increase  in  school 
district  budgets.   The  1975  legislature  substantially  increased  founda- 
tion scheduxns  partially  with  the  objective  of  lowering  the  optional, 
voted  levies.   Actually  voted  levies  have  been  raised  during  the  pre- 
sent biennium.   To  preclude  the  reoccurance  of  tax  increases,  a  rea- 
sonable budget  ceiling  would  need  to  be  enacted.   The  limit  could  take 
cognizance  of  the  few  districts  that  might  be  operating  on  unusually 
tight  budgets  this  biennium. 
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Public  School  Support  (OOP's) 

Budget  LFA  Recommended 

Fiscal  1977  Fiscal  1978  Fiscal  1979 


General  Fund  Budget  $229,500  $246,100  $264,000 

Dist.  Voted  Levies  53,700  56,170  58,600 

Max.  General  Fund  Without  a  Vote    175,800  189,930  205,400 

Foundation  Program  (80%)  140,640  151,944  164,320 

County  Funds 
Earmarked  Revenue 
Income  Tax 
Corporate  Tax 
Coal  Tax 
Interest  Income 
US  Oil  &  Gas 
Coal  Trust  Rev. 
Deficiency  Levy  Supl. 
Less : 

Regional  Spec.  Ed.    (1,508)  (1,535)  (1,560) 

State  Appropriation $31,810 $35,543 $37,649 


56, 

,340 

59 , 

,408 

62,586 

52, 

,490 

56, 

,993 

64,085 

$27,301 

$30,800 

$36,250 

5,997 

6,238 

6,480 

3,975 

3,525 

4,200 

13,870 

14,180 

14,630 

2,200 

3,300 

3,300 

250 

485 

785 

3,645 

-0- 

-0- 

Permissive  20% 

$35,160 

$37,986 

$41,080 

District 

17,920 

18,930 

19,750 

State 

17,240 

19,056 

21,330 

Prev.  Balance 

$7,584 

$   571 

-0- 

Revenue  Sharing 

8,000 

8,100 

$8,100 

Levy 

2,227 

2,330 

2,498 

EMR  Surplus 

-0- 

3,240 

-0- 

State  Appropriation 

-0- 

4,815 

10,732 

Total  State  General 

Fund 

Appropriation 

$31,810 

$40,358 

$48,381 
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School  Food  Services 

The  recommended  appropriation  for  school  food  services  is  $582,  "65 
in  fiscal  1978  and  $655,705  in  fiscal  1979.   This  estimate  is  based 
upon  five  percent  per  year  increase  in  number  of  meals  served  and  one  cent 
per  meal  per  year  increase  in  federal  unit  meal  reimbursement.   We 
assume  the  state's  per  capita  income  will  remain  at  95  percent  of  the 
U.S.  average  per  capita  income. 

Public  School  Transportation 


Actual  Appropriate  LFA  Recommended  %  Change 

Fiscal  Fiscal  Fiscal        Fiscal  Biennium 

1976  1977  1978         1979  1977  -  79 

$2,668,178  $2,975,000  $3,268,000    $3,606,000  21.8 


This  recommendation  is  based  upon  increasing  the  reimbursement  for 
bus  transportation  from  35  cents  per  mile  plus  2  cents  per  mile  per  seat 
for  over  50  seats  to  40  cents  plus  2  cents  in  fiscal  1978  and  45  cents 
plus  2  cents  in  fiscal  1979.   This  is  expected  to  raise  the  average 
reimbursement  from  53c  to  58c  by  1978  and  62c  by  1979. 

School  districts  provide  transportation  either  by  contracting  for 
transportation  services  or  by  purchasing  the  buses.   Records  oi    the 
superintendent  of  public  instruction  show  the  average  per  mile  cost  of 
all  contracted  buses  to  be  74  cents  in  fiscal  1976  while  the  average  cost 
of  district  owned  buses  is  approximately  40  cents.   The  cost  of  district 
owned  buses,  however,  does  not  include  depreciation,  profit,  and  in  many 


442 


Page  8  -  Public  School  Support 

cases  administrative  costs.   It  can  be  assumed  that  these  costs  are 
included  in  contract  transportation.   Depreciation  of  district-owned 
buses  is  in  a  separate  fund  for  which  there  is  a  district  levy  assessed. 
Supervision  of  district-owned  buses  may  be  charged  Lo  the  general  fund 
although  there  should  be  a  certain  cost  allocated  to  the  transportation 
fund  (for  example  in  many  small  districts  the  school  superintendent 
arranges  transportation,  hires  employees  etc.). 

The  result  of  such  a  system  is  that  as  schedules  are  set  higher 
the  district  that  owns  its  own  buses  cannot  take  advantage  of  higher 
reimbursement  rates.   The  district  can  only  be  reimbursed  from  the  state 
1/3  of  the  actual  budget.   Therefore,  although  schedules  may  allow  a 
higher  rate,  the  district  draws  from  the  state  only  onB-third.  This  may  happen 
at  the  same  time  the  district  must  levy  for  bus  depreciation.   In  other 
words  the  district  must  levy  taxes  for  transportation  at  the  same  time 
it  cannot  accept  full  "on  schedule"  payment  from  the  state.   In  the  case 
of  a  district  that  contracts  for  transportation,  all  the  costs  are  in- 
cluded in  the  contract  and  a  separate  levy  is  not  necessary  for  bus 
depreciation  as  no  buses  are  owned. 

This  system  appears  to  put  a  bias  in  favor  of  contracting  buses 
especially  if  schedules  are  raised  significantly  as  is  recommended. 
It  is  not  apparent  that  contractors  can  provide  transportation  more 
efficiently  than  the  districts  themselves.   We  therefore  recommend 
that  bus  depreciation  reserve  funds  be  abolished  as  a  separate  fund  and 
such  depreciation  be  budgeted  in  the  transportation  budget.   The  de- 
preciation method  and  limits  could  remain  the  same — the  only  difference 
being  that  depreciation  of  district-owned  buses  would  receive  state  and 
county  reimbursement  to  the  extent  schedules  allowed. 

443 


SUPERINTENDENT  OF  PUBLIC  INSTRUCTION 
Five  Vocational  Education  Centers 


Fiscal 
1979 

FTE 

General  Fund 

Other  Funds 

T  >tal  Funds 

-0- 

$6,854,062 

$234,928 

$7,088,990 

-0- 

6,966,744 

279,241 

7,245,985 

-0- 

$(112,682) 

$(44,313) 

$(156,995) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  major  difference  is  that  we  recommend  the  fire  service  training 
academy  budget  under  the  five  vocational  education  centers  while  the 
executive  line-itemed  the  fire  service  training  academy  in  the  board  of 
public  education.   Combining  the  executive's  recommendation  for  the  five 
vocational  centers  and  the  fire  service  training  academy  ($242,017), 
we  are  recommending  $85,022  less  due  mainly  to  lower  inflation  guide- 
lines. 

The  other  funds  shown  are  student  fees.   The  primary  difference 
is  due  to  the  executive  not  recognizing  a  board  of  public  education 
policy  to  increase  student  fees  from  $17.50  to  $20.00  per  quarter. 
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SUPERINTENDENT  OF  PUBLIC  INSTRUCTION 
Post-Secondary  and  Other  Vocational  Programs 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

-0- 

$1,205,716 

-0- 

$1,205,716 

-0- 

742,415 

-0- 

742,415 

-0- 

$463,301 

-0- 

$463,301 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  is  due  to  the  executive  continuing  the  existing 
funding  method  for  secondary  and  other  vocational  programs  while  we 
recommend  this  program  be  funded  through  the  foundation  program  for 
secondary  schools  and  state  agencies  receive  general  fund  appropriations 
direct  rather  than  through  the  superintendent  of  public  instruction. 
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SUPERINTENDENT  OF  PUBLIC  INSTRUCTION 
Vocational-Technical  Education 


Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Expenditures 

Five  Centers 

Post-Secondary  and  Other 
Secondary 


Actual 

Fiscal 

1976 


$4,296,1^9 
123,585 


Appropriated    LFA  Recommended     %  Change 
Fiscal      Fiscal      Fiscal   Biennium 
1977        1978        1979    1977  -  79 


$4,988,205   $3,954,961   $3,754,198   (17.0) 
144,734     136,883     142,358    4.1 


$4,419,734   $5,132,939  $4,091,844   $3,896,556   (16.4) 

$3,739,904   $4,390,524   $3,596,901   $3,649,084   (10.9) 
679,830      742,415     494,943     247,472   (47.8) 


Total  Operating  Co-sts     $4,419,734   $5,132,939   $4,091,844   $3,896,556   (16.4) 

Summary 

We  recommend  that  the  five  vo-tech  centers'  budgets  be  increased  by 
the  same  personnel  and  inflation  cost  factors  allowed  state  agencies. 
The  general  fund  appropriation  is  recommended  to  decrease  because  en- 
rollment growth  funded  with  general  fund  for  the  1977  biennium  was  not 
realized. 

We  recommend  that  general  fund  appropriation  for  post-secondary  and 
other  secondary  vocational  training  be  phased  out.   We  question  whether 
using  general  funds  as  seed  money  for  vocational  education  projects 
which  ultimately  are  borne  by  local  property  taxes  is  a  wise  expenditure. 
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Enrollment 

Student  fees  collected  is  the  best  indicator  OSPI  has  provided  on 
student  enrollment.   Since  fiscal  1974  there  has  been  approximately  a 
four  percent  enrollment  growth  each  year.   The  1977  biennium  budget 
request  indicated  students  would  increase  16  percent  in  fiscal  1976  and 
17  percent  in  fiscal  1977.   Table  A  shows  the  budget  was  increased  22 
percent  in  fiscal  1976  with  an  anticipated  16  percent  enrollment  growth. 

Table  A.   Budget  Growth  Versus  Enrollment  Anticipated  and  Actual 

1975        1976      %  Change     1977   %  Change 

Budget  $4,004,361   $4,897,456      22     $5,790,594   18 

General  Fund  2,623,500   3,616,319      38      4,245,790   17 

Enrollment  Anticipated     106,942     123,585      16        144,734    17 
Actual  Enrollment  106,942     110,732       4 

By  using  the  five  vocational  education  centers'  fiscal  1976  ex- 
penditure base,  funds  are  recommended  for  a  four  percent  enrollment 
increase  through  fiscal  1979. 

In  September  1976  the  board  of  public  education  raised  student  fees 
from  $17.50  to  $20.00  per  quarter  beginning  in  fiscal  1977.   The  os- 
tensible purpose  was  to  meet  the  appropriated  fee  level  even  though 
there  were  fewer  students.   The  recommended  appropriation  of  student 
fees  is  recommended  to  increase  four  percent  a  year  at  the  rate  es- 
tablished by  the  board  of  public  education.   The  fee  policy  allows  no 
waivers  or  deferments  of  fees. 
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Program  Evaluation 

The  state  vocational  education  plan  provides  that  decisions  on  the 
continuation  or  modification  of  a  project  will  be  based  on  a  review  of 
project  evaluation  information. 

"Evaluation  of  vocational  education  programs  will 
be  the  responsibility  of  individual  program  super- 
visors and  other  state  staff  as  appropriate. 
Program  supervisors  will  document  their  findings 
on  a  standardized  evaluation  form  and  distribute 
copies  of  the  completed  evaluation  to  the  program 
instructor(s) ,  school  administrator (s) ,  and  the 
program  files  in  the  office  of  OSPI." 

Apparently  only  one  evaluation  of  one  education  category,  health 
occupations,  at  Great  Falls  has  been  conducted  within  the  last  four 
years. 

In  February  1975  HEW  reviewed  the  administration  and  operation  of 
vocational  education  and  commented,  "There  appears  to  be  discrepancies 
between  what  is  stated  in  the  approved  state  plan  and  what  is  taking 
place  in  actual  practice,  particularly  as  related  to  the  plan  for 
evaluation  of  local  programs." 

At  the  October  1976  board  of  public  education  meeting,  the  state 
director  of  vocational  education  told  the  board  that  the  recommendations 
were  not  based  on  program  evaluations  or  needs  assessments.   He  main- 
tained that  program  evaluation  information  was  not  available  and  needs 
assessments  had  not  been  completed.   Because  needs  assessments  take  a 
lot  of  time,  he  felt  it  would  be  easier  to  do  the  analysis  after  the 
appropriation  level  was  known. 
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Salary 

The  vocational  education  centers  have  requested  to  pay  staff  on  the 
basis  of  negotiations  at  the  local  school  district  level.   The  local 
districts'  financial  obligation  is  one  mill  regardless  of  what  increase 
is  negotiated.   Over  ninty  percent  of  costs  are  paid  by  student  fees, 
general  fund,  and  federal  dollars  through  OSPI. 

OSPI  presented  the  board  of  public  education  with  expected  negotiated 
settlements  for  overall  salary  increases  from  local  unions  as  follows: 


Great  Falls 

13% 

*Helena 

8 

Missoula 

18 

Butte 

17 

Billings 

10 

*  Helena  vo-tech  center  pays  115  percent  of  the  negotiated  wage  level. 

Requested  salary  information  was  not  submitted.   No  documentable 
average  salary  level  or  staffing  pattern  could  be  determined.   We 
recommend  salary  increases  be  funded  the  same  as  state  agencies.   It 
seems  obvious  that  salary  negotiations  be  conducted  at  the  state  level 
on  a  consolidated  basis  to  assure  consistency  and  adherence  to  budget 
limits. 

Operating  Expenses  and  Capital 

The  five  vocational  education  centers'  actual  fiscal  1976  expenses 
are  recommended  to  increase  along  inflation  guidelines  for  state  agencies, 
Itemized  operating  expenses  were  not  made  available.   Seven  percent  was 
used  as  the  average  inflation  for  an  agency  paying  high  cost  items  such 
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as  utilities.  Three  percent  increases  are  calculated  between  fiscal 
1978  and  fiscal  1979.  Equipment  costs  are  projected  to  increase  ten 
percent  to  fiscal  1978  and  six  percent  to  fiscal  1979. 

Funding 

Fifty  tc  sixty  percent  of  unrestricted  federal  funds  for  vocational 
education  historically  has  been  distributed  to  the  five  vocational 
education  centers.   OSPI  has  requested  to  allocate  only  25  percent  of 
the  funds  to  the  centers  and  use  the  remaining  75  percent  to  expand 
vocational  education  elsewhere.   This  action,  if  approved  by  the  legis- 
lature, would  shift  federally  supported  expenditures  of  the  five  centers 
to  the  general  fund.   We  recommend  the  federal  funds  be  allocated  be- 
tween the  vo-tech  centers  and  other  vocational  programs  at  the  fiscal 
1977  ratio. 

Recommended  student  fees  are  recommended  to  increase  at  a  rate 
reflecting  a  four  percent  enrollment  growth  each  year.   If  enrollment 
grows  at  four  percent  a  year,  the  outputs  expected  from  the  1976  ap- 
propriated level  will  be  realized.   The  millage  estimate  is  from  the 
department  of  revenue.   The  total  recommended  budget  and  proposed 
funding  sources  are  shown  below. 
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Actual 

Fiscal 

1976 

$4,766,986 

% 
Change 

7.9 

Recommended 

Fiscal 

1978 

% 
Change 

2.3 

Recommended 

Fiscal 

1979 

Budget 

$5,145,274 

$5,263,873 

Funds 

General  Fund 
Federal 
Fees 
Millage 

3,616,319 
702,974 
110,732 
336,961 

3,460,018 

1,115,773 

136,883 

432,600 

3,506,726 

1,131,589 

142,358 

483,200 

The  comparison  of  funding  between  the  1977  and  the  1979  biennium  in 
table  B  shows  that  the  recommended  total  budget  is  decreasing  and  that 
recommended  general  fund  decreases  faster  than  the  total  budget.   Total 
dollars  decrease  because  the  1977  biennium  budget  was  based  on  enroll- 
ment estimates  that  have  not  materialized.   General  fund  decreases  more 
than  the  total  budget  primarily  because  federal  funds  and  millage 
revenues  increase  faster  than  recommended  expenditures.   Thus,  the 
portion  of  the  budget  funded  from  general  fund  falls. 


Table  B 
Total  Budget  Increase  and  General  Fund  Increase  by  Biennium 


Total  Budget 
General  Fund 


Biennium 
1975 

/a 

Change 

38 
52 

Biennium 
1977 

% 
Change 

(3) 
(11) 

Biennium 
1979 

$7,769,232 
5,189,500 

$10,688,050 
7,862,109 

$10,409,057 
6,966,744 

Secondary  and  Other  Post-Secondary  Vocational  Education 

The  superintendent  of  public  instruction  requests  general  fund  to 
supplement  vocational  education  programs  at  high  schocls,  community 
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colleges,  NMC,  MSU  and  UM.   All  programs  and  proposals  are  rated  and 
funded  in  proportion  to  their  rating.   If  after  rating  all  programs  OSPI 
does  not  have  enough  money  to  cover  all  expenses,  each  school  gets  a 
percentage  of  the  funds  available. 

If  state  dollars  are  to  maintain  each  program's  support  level,  the 
appropriation  jiust  increase  at  the  local  schools'  negotiated  salary 
rate,  plus  program  expansion,  and  new  programs.   The  percentage  of 
reimbursement  for  "part  B"  programs  decreased  from  88  percent  in  fiscal 
1974  to  72  percent  in  fiscal  1975  to  63  percent  in  fiscal  1976  and  is 
estimated  to  be  50  percent  in  fiscal  1977. 

Appropriations  for  the  1977  biennium  were  21  percent  over  the  1975 
biennium  as  requested  by  OSPI.   The  1977  biennium  budget  request  from 
OSPI  stated  the  level  of  formula  reimbursement  for  the  schools  could  be 
maintained.   Instead  the  reimbursement  declined  9  percent  between 
fiscal  1975  and  fiscal  1976. 

This  decreased  formula  funding  contributed  to  financial  problems  at 
Flathead  valley  community  college.   The  state  is  asked  to  fund  a  higher 
65/35  budget  ."just  to  maintain  current  programs  previously  funded  with 
vocational  education  money.   Ironically,  OSPI's  decreasing  support  of 
vocational  education  programs  causes  the  community  colleges'  request  for 
direct  general  fund  support  to  increase  faster  than  current  level  costs. 
For  local  schools,  the  general  fund  decline  shifts  program  costs  gradually 
to  the  local  taxpayer. 
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Vocational  education  programs  have  the  same  sources  of  funds 
available  as  all  other  general  education  courses  (i.e.  the  foundation 
program  and  local  tax  support) .  Rationale  for  requesting  additional 
support  is  that  supplies  and  equipment  are  expensive  even  though  sup- 
plemental funding  is  related  to  salary  expenses. 

The  state  vocational  education  director  stated  before  the  board  of 
public  education  in  October  1976  that  the  OSPI  office  would  like  to 
change  the  formula  method  of  funding.   They  would  like  to  get  more 
programs  started  by  funding  the  first  year  at  a  high  level  and  then  have  a 
declining  support  scale.   At  the  present  time  OSPI  has  a  decreasing 
support  schedule  for  programs  funded  under  categorical  vocational  edu- 
cation grants. 

If  the  state  dollars  are  not  to  cause  a  gradual  tax  increase  for 
local  taxpayers,  there  are  two  choices  with  this  program.   Fund  the 
formula  100  percent  for  all  existing  and  new  programs  or  support  voca- 
tional programs  only  through  the  foundation  program. 

As  table  C  shows,  to  fund  the  formula  100  percent  for  part  B  and 
part  F  categorized  programs,  general  fund  appropriations  would  need  to 
increase  about  20  percent  per  year  over  a  five  year  period. 
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Table  C.   General  Fund  Needed  to  Fund  the  Vocational 
Reimbursement  Formulas  at  100  Percent 


Year 


Funds  Needed   Federal   St.  Appropriation   %  Increase  Needed 


for  100%      Money        for  100% 
of  Formula   Available     of  Formula 


1974 

$1,390,831 

$578,802 

$  812,029 

1975 

1,509,794 

431,111 

1,078,683 

1976 

1,661,126 

388,406 

1,272,720 

1977 

1,806,523 

234,318 

1,572,205 

1978 

2,052,987 

234,318 

1,818,669 

1979 

2,283,054 

234,318 

2,048,736 

for  State  Dollars 
at  100% 


32.8 
18.0 
23.5 
15.7 
12.7 


State         % 
Appropriation   Change 


$   550,000 

625,000 

679,830 

742,415 

1,818,669 

2,048,736 


13.6 
8.8! 
9.2 

245.0 
12.7 


We  feel  the  most  straight  forward  funding  mechanism  is  to  appropriate 
directly  to  the  state-supported  institutions  and  to  provide  secondary 
support  through  the  foundation  program.   We  question  whether  the  present 
procedure  results  in  any  benefits  to  the  educational  system  that  are  not 
obtainable  through  direct  funding. 
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Fiscal 
1979 
FTE 

2.78 
2.00 

General  Fund 

$36,111 
-0- 

Other  Funds 

$126,720 
100,000 

$26,720 

Total  Funds 

$162,831 
100,000 

.78 

$36,111 

$62,831 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  major  difference  is  due  to  our  recommendation  that  the  advisory 
council  operate  within  the  federal  appropriation.   ""he  executive  budget 
has  estimated  increased  federal  funds  for  additional  research  staff. 
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/dWISORY  COUNCIL  FOR  VOCATIONAL  EDUCATION 

Actual  Appropriated  LFA  Recommended      %  Change 

Fiscal  Fiscal  Fiscal      Fiscal    Biennium 

1976  1977  1978        1979     1977  -  79 

FTE                           2.0  1.78  2.0         2.0 

Fund  Source 

General  Fund                 $29,626  $33,106 

Other  Funds-Appropriated       38,818  36,766  $50,000     $50,000      32.3 

Other  Funds-Budget  Amended     14,631  13,234  ^^^^     ___^ 


Total  Funds  $83,075  $83,106     $50,000     $50,000     (39.8) 

Reversion-General  Fund  18,080  13,234 

Expenditures  By  Object 

Personal  Services  $35,523  $36,482 

Operating  Expenses  29,092  33,290     $50,000     $50,000      60.3 

Capital  380        100     


Total  Expenditures  $64,995     $69,872     $50,000     $50,000     (25.9) 

Summary 

The  recommendation  is  that  the  council  operate  entirely  on  the 
$50,000  federal  grant.   We  feel  this  is  adequate  to  provide  meaningful 
advisory  services  to  state  vocational  education  programs. 

The  general  fund  appropriation  to  vocational  education  should  be 
spent  providing  educational  services  to  students. 

Budget  Research 

Federal  law  requires  the  state  to  have  an  advisory  council  for 
vocational  education  in  order  to  receive  federal  vocational  education 
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money.   In  Section  75-7705  R.C.M.  1947  the  state  of  Montana  accepted  and 
assented  to  the  terms  and  provisions  of  the  federal  1963  and  1968  Vo- 
cational Education  Act  and  amendments. 

Because  of  reported  uncertainties  of  federal  funding,  inordinate 
general  fund  dollars  have  been  appropriated.   However,  the  1968  federal 
act  stipulates  that  $50,000  is  the  minimum  that  will  be  given  a  state  to 
operate  the  council.   In  fiscal  1976  and  1977,  a  large  portion  of  the 
general  fund  appropriation  will  be  reverted  and  $50,000  of  federal  funds 
used . 

The  law  requires  at  least  13  advisory  council  members.   The  council 
determined  that  more  representation  was  needed.   Six  additional  people 
were  added  to  the  council  for  a  present  total  of  19. 

The  council  has  requested  travel  for  8  regular  meetings  and  8 
special  committee  meetings  in  state  each  year,  plus  seven  trips  for  the 
executive  director  and  10  trips  among  the  council  members  per  year  for 
out  of  state  travel.   The  travel  totals  $21,200,  or  30%  of  the  requested 
budget. 

The  advisory  council  can  meet  quite  often  with  the  supervisors  and 
administrators  of  vocational  education  within  the  $50,000  federal 
allotment  by  reviewing  their  staff  work  assignment,  the  council  size, 
the  number  of  meetings,  and  the  travel. 
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State  Library  Commission 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

26.00 

$620,376 

$473,898 

$1,094,274 

25.50 

353,906 

748,022 

1,101,928 

.50 

$266,470 

$(274,124) 

$(7,654) 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  difference  in  recommended  general  fund  support  is  because  the 
executive  recommends  that  general  fund  be  appropriated  to  support  the 
state  library  and  available  federal  funds  be  passed  through  to  fund  the 
library  federation  program.   At  the  November  election  the  voters  re- 
jected paying  additional  property  taxes  to  support  the  federation  pro- 
gram. 

The  difference  in  total  funds  is  due  to  our  recommending  a  new 
addressograph  machine. 

The  difference  in  FTE  is  because  the  executive  would  fund  an  ad- 
ditional clerk,  while  we  believe  the  expenditure  should  be  made  for 
book  purchases. 
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DEPARTMENT  OF  EDUCATION 
State  Library  Commission 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended   %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 


24.66 


23.50 


25.. SO 


25.50 


General  Fund 

$515,711 

$524,756 

$173,904 

$180,002 

(66.0) 

Other  Funds-Appropriated 

374,011 

374,011 

Other  Funds-Budget  Amended 

386,770 
$902,481 

Total  Funds 

$524,756 

$54/, 915 

$554,013 

(22.8) 

General  Fund  Reverted 

197,879 

Expenditures  By  Object 

Personal  Services 

$272,315 

$320,069 

$302,796 

$307,648 

3.0 

Operating  Expenses 

163,185 

154,651 

166,449 

168,148 

5.3 

Capital 

95,102 

50,036 

78,670 

78,217 

8.1 

Total  Operating  Costs 

$530,602 

$524,756 

$547,915 

$554,013 

4.4 

Non-Operating  Costs 

174,000 

Total  Expenditures 

$704,602 

$524,756 

$547,915 

$554,013 

(10.4) 

Summary 

Total  expenditures  of  the  library  commission  are  recommended  to 
decrease  10  percent  in  the  1979  biennium.   The  reduction  is  due  pri- 
marily to  a  one-time  expense  in  fiscal  1976.   The  general  fund  appropriation 
appears  to  fall  dramatically.   This  decline  is  due  to  budgeting  federal 
funds  in  place  of  general  funds  in  the  1979  biennium. 


Federal  Funds 

The  state  library  is  requesting  total  general  fund  support  for 
programs  expanded  with  federal  dollars.   In  the  last  two  budget  requests 
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the  state  library  has  maintained  that  federal  funds  were  unavailable  for 
the  next  biennium.   Session  laws  of  1973  appropriated  full  general  fund 
but  stipulated  that  federal  funds  received  would  reduce  the  general 
fund. 

During  fiscal  1976  the  budget  office  reduced  the  library's  general 
fund  appropriation  by  the  amount  of  "unexpected"  federal  funds  received. 
The  library  had  requested  a  budget  augmentation. 

It  is  expected  that  Congress  will  appropriate  slightly  increased 
Title  I  and  Title  III  library  services  and  construction  act  funds  for 
the  1979  biennium.   Appropriating  the  federal  funds  would  insure  federally 
expanded  programs  are  not  unnecessarily  transferred  to  the  general  fund. 

Budget  Amendment 

The  budget  amendment  in  FY-76  was  a  one-time  opportunity  to  expose 
26  additional  counties  to  the  federation  network.   The  library  commis- 
sion told  the  legislative  finance  committee  the  demonstration  was  non- 
recurring.  The  state  library  used  $15,394  for  added  administration  to 
supervise  the  ol74,000  grants  to  local  libraries. 

Operating  Expenses 

Vacancy  savings  was  calculated  at  five  percent.   Half  the  turnover 
rate  of  50  percent  was  used  with  the  hope  that  the  library  staff  will 
stabilize. 
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Two  increased  FTE  positions  are  recommended,  a  janitor  and  a  librarian. 
No  increase  in  funds  is  necessary  because  previously  cleaning  and  catalog 
card  services  were  purchased.   The  library  found  in-house  staff  were 
more  satisfactory  and  more  economical. 

Pacific  Northwest  Bibliographic  Center  of  Seattle  increased  its 
charges  for  interlibrary  loan  services.   Montana  relies  on  it  for  out- 
of-state  location  of  materials  and  as  a  location  for  in-state  library 
loans.   A  cost  increase  of  $15,000  to  provide  the  saire  level  of  service 
is  recommended. 

Capital  is  slightly  higher  than  requested  in  fiscal  1978  because  a 
replacement  addressograph  machine  was  funded  at  $7,500 — $3,000  more  than 
requested.   The  requested  amount  was  not  adequate  to  purchase  the  needed 
machine.   Other  current  level  equipment  was  funded  as  requested. 

Book  expenses  were  increased  15  percent  for  fiscal  1978  and  10 
percent  for  fiscal  1979. 
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Historical  Society  Board  of  Trustees 

Fiscal 

1979    Bienniura 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  34.95     $707,777      $1,065,898    $1,773,675 

LFA  Recommendation  27.17      523,286         506,632     1,029,918 

Executive  over  (under)  LFA  7.78     $184,491        $559,266      $743,757 

The  major  general  fund  differences  are  due  to  the  executive  ex- 
panding the  archives  and  museum  program  with  general  fund  while  we 
recommend  an  additional  security  guard  and  expanding  the  museum  program 
at  the  Libby  dam  visitor  center  with  federal  funds. 

Other  funds  differ  because  the  merchandising  and  magazine  pro- 
grams are  recommended  by  the  executive  to  continue  at  current  level 
operations  while  we  recommend  an  operating  reduction.   We  also  recommend 
no  appropriation  limit  on  the  costs  of  goods  sold  and  federal  funds 
for  the  museum  program  at  Libby  dam. 
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DEPARTMENT  OF  EDUCATION 
Historical  Society  Board  of  Trustees 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  79 

FTE 

Fund  Source 


32.67 


28.50 


27  17 


27.17 


General  Fund 

$250,597 

$274,044 

$262,178 

$261,108 

(0. 

,3) 

General  Fund  Supplemental 

11,320 

(11,320) 

Other  Funds-Appropriated 

421,502 

425,345 

249,530 

257,102 

(40. 

2) 

Other  Funds-Budget  Amended 

221,203 
$904,622 

102,253 
$790,322 

Total  Funds 

$511,708 

$518,210 

(39, 

.2) 

Reversion-General  Fund 

15,102 

21,528 

Expenditures  By  Object 

Personal  Services 

$385,143 

$387,221 

$353,267 

$359,181 

(7, 

.8) 

Operating  Expenses 

439,705 

336,918 

130,549 

138,142 

(65. 

.4) 

Capital 

36,672 

21,999 

27,892 

20,887 

(16, 

9) 

Total  Operating  Costs 

$861,520 

$746,138 

$511,708 

$518,210 

(35 

.9) 

Non-Operating  Costs 

28,000 

22,656 

Total  Expenditures 

$889,520 

$768,794 

$511,708 

$518,210 

(37 

.9) 

Goods  purchased  for  resale  -  All  Revolving  Funds  Available. 

Summary 

The  36  percent  reduction  in  operating  expenses  is  due  to  over- 
budgeting  and  overexpending  funds  generated  by  sales  of  magazines  and 
other  merchandise.   Activities  funded  from  these  revolving  funds  are 
reduced  commensurately  with  projected  revenues.   All  other  programs  of 
the  agency  are  recommended  to  be  funded  at  the  current  operational 
level. 
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The  legislature  should  be  aware  of  serious  management  problems  of 
this  agercy  that  are  reflected  in  the  budgeting  difficulties  explained 
further  in  this  report. 

Expansion 

One  full  time  guard  is  recommended  to  allow  security  personnel  to 
be  present  when  the  public  and  custodial  personnel  are  inside  the  museum. 
A  new  alarm  rystem  with  television  monitoring  capabilities  is  recommended 
to  be  installed  for  $8,000.   The  present  alarm  system  does  not  cover  the 
second  or  third  floor  windows  nor  does  it  detect  people  hiding  within 
the  building.   There  have  been  approximately  30  false  alarms  during 
1976.   The  last  burglary  in  1976  was  from  a  person  hiding  inside  the 
building.   Items  lost  were  valued  at  $6,259. 

Insurance  costs  have  risen  considerably,  estimates  from  the  de- 
partment of  administration  of  $15,580  in  fiscal  1976  and  $19,470  in 
fiscal  1979  are  recommended  for  funding. 

Budget  Amendments 

The  expenses  of  the  Libby  dam  visitor  center  is  included  in  the  ap- 
propriation.  Funds  have  been  available  from  the  Army  Corp  of  Engineers 
for  development  and  operation  of  the  center  since  fiscal  1974.   Each 
year  these  funds  have  been  added  to  the  historical  society's  operation 
by  budget  amendment . 

Magazine  and  Merchandising  Programs 

The  goal  of  the  merchandising  program  is  to  provide  funds  for  the 
historical  society's  museum  and  gallery  program.   The  Magazine  of  Western 
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History  has  been  supplemented  by  the  merchandising  account  for  years. 

The  revolving  fund  operations  have  been  less  profitable  each  year, 
Table  A  shows  that  in  four  years  profit  went  from  $36,462  to  a  loss  of 
$57,369. 


TABLE  A 

Operating 

Loss 

of  the  Historical  Society's 

Revolving 

Fund 

1973 

1974 

1975 

1976 

Revenue 

$358,927 

$361,524 

$34f,994 

$375, 3571 

Expenditures 

&  Transfers 

358,465 

339,350 

360. 166 

448,726 

Difference 

$    462 

$  22,174 

$(17,172) 

$(73,369) 

Transfers 

36,000 

10,000 

6,000 

16,000 

Net  Profit  Before 

Extraordinary  Items     $36,462      $32,174    $(11,172)    $(57,369) 

1.   Does  not  include  one-time  intra-agency  transfer  of  $12,000. 


Operating  at  a  loss  for  the  last  two  years  has  resulted  in  a 
negative  cash  position.   In  order  to  pay  bills  this  account  borrowed 
money  from  special  project  funds,  used  the  veterans -pioneers  memorial 
building  funds,  used  fiscal  1977  funds  to  pay  fiscal  1976  bills,  did  not 
give  the  expected  support  to  the  museum  program  and  is  not  recognizing 
accrued  expenditures  at  year  end  for  proper  accounting. 

Table  B  and  Table  C  show  how  the  revolving  fund  operating  expen- 
diture was  $57,369  higher  than  revenue  and  spending  authority  was  ex- 
ceeded by  $18,786  by  accruing  $32,711  of  the  expenditures  and  not  re- 
cording a  $27,000  bill. 
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Table  B 
Recap  of  Revolving  Fund  Financial  Position 
As  of  9/21/76 


Current  Operations 
Revenue 

Revenue  Adjustment 
Total  Revenue 


$370,357 
5,000 


$375,357 


Expenditures  370,935 

Accruals  32,711 

Expenditure  Adjustment  2,080 

Unrecorded  Expense  27,000 
Total  Expenses 

Net  Operating  Loss 

Extraordinary  Items 

Other  Sources  of  Funds 

Beginning  3alance  (1,209) 

Loan  from  Earmarked  Accounts    9,000 
Transfer-Book  Profit  12,000 

Transfer-Vet-Pioneers^ 
Memorial  31dg.  Fund  6,847 

Total  Other  Sources 

Disbursements  &  Obligation  of  Funds 

Transferred  to  Museum  16,000 

Loan  Payable  9,000 

Total  Obligations 

Net  of  Extraordinary  Items 

1976  Obligations  Over  Available  Cash 
&  Receivables 


432,726 


$(57,369) 


26,638 


25,000 


1,638 
$(55,731) 


It  is  questionable  if  putting  the  silver  dollar  profit  over  $20,000 
into  merchandising  operations  is  proper.   In  1970  Ed  Towe,  Montana 
Ford  dealers,  and  E.  E.  McGilvery  made  funds  and  silver  dollars 
available  r.o  build  and  furnish  the  new  museum  wing.   Revenue  received 
over  the  $20,000  pledged  had  been  left  in  the  account  unspent  until 
1976. 
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Table  C 
Spending  Authority  Versus  Expenditures 


Spending  Authority  Fiscal  1976 


H.B.  285  $370,714 

B.A.  230  60,000 

(774) 


Total  Spending  Authority  $429,940 

Expenditures  &  Transfers 

Expenditures  432,726 

Museum  Transfer  16,000 

Total  Expenditures  &  Transfers  448,726 

Expenditures  Over  Spending  Authority  $(18,786) 


Section  79-901  R.C.M.  1947  states  that  it  shall  be  unlawful  for  the 
board  of  trustees,  managerial  staff,  or  any  other  authority  of  any  state 
institution  to  expend,  contract  for  the  expenditure,  or  to  incur  or 
permit  the  incurring  of  any  obligation  whatsoever,  in  any  one  year,  in 
excess  of  the  income  provided  for  such  year. 

Secion  79-414(3)  R.C.M.  1947  states  in  part:   "No  account  shall  be 
impaired  that  all  proper  demands  thereon  cannot  be  met." 

The  historical  society's  fiscal  1977  revolving  fund  revenue  estimate 
is  $340,000  which  is  $42,913  less  than  the  appropriation  level  of  $382,913. 
The  appropriated  fiscal  1977  expenditure  level  ($382,913)  is  $65,813 
less  than  actual  obligations  for  fiscal  1976.   Just  to  keep  within  cash 
available  in  fiscal  1977,  the  program  will  have  to  operate  on  $108,726 
less  than  in  fiscal  1976.   If  the  overexpenditure  for  fiscal  1976  is 
paid  with  fiscal  1977  cash,  operating  expenses  will  have  to  be  reduced 
$164,457. 
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It  is  apparent  that  the  revolving  fund  needs  a  thorough  management 
review.   It  is  recommended  that  the  budget  office,  the  historical  society 
staff  and  the  board  of  trustees  present  a  plan  to  the  legislature  to  cor- 
rect the  financial  difficulties  by  fiscal  1977  year  end. 

1979  Biennium  devolving  Fund  Recommendation 

Table  D  shows  that  operational  costs  increased  substantially  faster 
than  sales.   Sales  expected  in  fiscal  1977  are  $21,524  less  than  sales 
in  fiscal  1974.   Operations  have  expanded  $116,346  or  97  percent  between 
fiscal  1974  and  fiscal  197  6.   Inventory  purchases  have  fluctuated  but 
average  about  50  percent  of  sales. 


Table  D 
Inventory  and  Operations  Increase  Versus  Sales 


%  %  Estimated 

1974   Change  1975  Change  1976        1977 

Sales              $361,524   (5.1)  $342,994  9.4  $375,357    $340,000 

Inventory  Purchased  209,203  (26.4)  153,884  27.5  196,236 

Operations          120,144  66.7  200,282  18.1  236,490 


The  merchandising  and  magazine  programs  are  recommended  to  operate 
within  $300,000  to  $340,000  sales  per  year.   This  limit  would  require  pro- 
gram reduction.?.   Personnel  and  operations  are  recommended  to  be  reduced 
to  $130,000  each  year.   Costs  are  allocated  in  proportion  to  actual  fiscal  1976 
expenditures  under  the  recommendation.   A  total  staff  complement  of  6.25  can 
be  employed  compared  to  11  authorized  FTE  in  the  197  7  biennium.   Goods 
purchased  for  resale  (about  $150,000)  should  be  given  blanket  expenditure 
authority.   By  this  procedure  if  sales  increase,  inventory  can  be  replaced. 
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As  the  goal  of  the  merchandising  program  has  been  to  support  the 
museum,  support  is  expected  from  the  revolving  account  at  $20,000  for 
fiscal  1978  and  $20,600  for  fiscal  1979.   This  is  reduced  about  $2,000  a 
year  from  the  transfer  appropriated  in  the  1977  biennium. 
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Montana  Arts  Council 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

4.0 

$117,796 

$41,900 

$1  .9,696 

4.0 

112,856 

41,595 

154,451 

-0- 

$4,940 

$305 

$5,245 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  major  differences  are  due  to  the  executive  recommending  $8,000 
of  general  fund  to  help  local  communities  match  grants  and  not  recom- 
mending any  equipment. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


DEPARTMENT  OF  EDUCATION 

Montana  Arts  Council 

Actual    Appropriated 
Fiscal       Fiscal 
1976        1977 


4.0 


$47,423 
27,626 

$75,049 


$57,452 

11,453 

1,144 

$70,049 
5,000 

$75,049 


4.0 


$64,483 
14,033 


$61,360 

11,906 

250 

$73,516 
5,000 

$78,516 


LFA  Recommended 
Fiscal      Fiscal 
1973        1979 


4.0 


$55,624 
20,743 


$62,320 
13,270 

777 

$76,367 
$76,367 


4.0 


$57,232 
20,852 


$64,183 

13,526 

375 

$78,084 


%  Change 
Biennium 
1977  -  79 

-0- 


0.8 
(0.2) 


$78,516     $76,367     $78,084     0.6 


6.5 

14.7 
(17.4) 

7.6 


$78,084     0.6 


We  recommend  an  expenditure  increase  of  7.6  percent  through  the 
1979  biennium.   General  fund  is  recommended  to  decrease  due  to  higher 
amounts  of  federal  funds  available.   All  present  administrative  efforts 
are  recommended  to  be  funded  and  expansion  is  allowed  in  the  rent,  dues 
and  maintenance  categories.   State- funded  local  grants  are  not  recommended. 

Federal  Support 

The  arts  council  presents  an  interesting  case  siudy  of  an  agency 
dramatically  increasing  its  general  fund  appropriation  by  manipulating 
federal  funds. 
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The  following  chart  traces  the  funding  of  the  arts  council  since 
the  1974  appropriation. 


Appropriated 

1974  1975  1976         1977 

General  Fund     $28,023        $30,577       $42,423       $59,483 
Federal  Fund       3,063         3,575        27,626        14,033 

Total  $31,086        $34,152       $70,049       $73,516 

Actual Requested 


General  Fund     $28,023        $30,577       $57,675       $73,696 
Federal  Fund      12,735         30,224        13,098         -0- 

Total  $40,758        $60,801       $70,773       $73,696 


The  figures  show  that  the  general  fund  appropriation  has  more  than 
doubled  from  1974  to  1977  by  increasing  budgeted  federal  funds  after  the 
1973  legislature  and  maintaining  during  the  1975  legislature  that 
federal  funds  would  not  be  available. 

It  is  very  possible  that  under  the  federal  indirect  cost  rates  and 
grant  contracts  that  50  percent  of  the  administration  could  be  paid 
with  federal  funds.   Presently  the  arts  council  uses  state  administration 
money  for  match  on  federal  grants.   If  the  federal  government  paid  50 
percent  of  administration,  the  arts  council  could  not  match  any  federal 
money  with  administration  funds.   Thus,  every  grant  would  be  required 
to  have  local  matching  cash  or  in-kind  services. 
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We  recommend  the  $15,000  allocated  by  the  federal  government  for 
administration  from  the  federal-state  partnership  grant  and  reimburse- 
ments for  work  performed  under  the  artist-in-schools  program  be  ap- 
propriated.  These  funds  total  $20,743  in  fiscal  197?  and  $20,852  in 
fiscal  1979  -  approximately  27  percent  of  the  budget. 

Recommended  Expenditures 

All  current  level  administrative  services  were  continued.   Funds 
were  added  for  increased  supplies,  the  repair  and  maintenance  contract, 
dues  to  the  national  assembly  of  art  agencies,  and  travel  for  the  fourth 
meeting  of  the  art  council.   The  director  and  grant  officer  should  be 
able  to  each  take  two  out-of-state  trips  per  year. 

The  $5,000  general  fund  for  local  grants  is  not  recommended. 

We  recommend  that  state  funding  should  support  only  justified  ad- 
ministrative expenses.   The  original  justification  for  the  council  was 
to  create  an  administrative  unit  to  pass-through  federal  funds  to 
localities.   Each  year  the  council  requests  larger  state  funding  for 
local  projects,  many  of  which  are  only  vaguely  explained. 

Expansions  and  New  Programs  Not  Recommended 

Contract  audit  service  for  the  grants  is  not  recommended.   Each 
grantee  over  $5,000  should  be  responsible  for  providing  audited  state- 
ments every  year  with  the  project  funds.   Grants  of  less  than  $5,000 
should  be  assessed  a  percentage  of  funds  that  will  pay  for  random  audits 
of  these  projects.   Should  the  federal  government  insist  that  the 
central  agency  audit  the  federal  grants,  the  total  cost  should  be 
federally  supported. 
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General  fund  requested  but  not  recommended  for  new  programs  would 
be  a  grant  to  Montana  international  trade  commission  for  cottage  crafts 
marketing;  funds  to  research  the  arts  need  for  tax  support;  a  grant  to 
encourage  larger  communities  to  identify  art  needs  on  a  local  level  and 
funding  to  a  local  group  to  make  decisions  on  grants. 


471 


DEPARTMENT  OF  EDUCATION 
School  for  the  Deaf  and  Blind 


Fiscal 

1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

87.30 

$2,053,421 

$750,538 

$2,803,959 

88.32 

1,999,593 

803,443 

2,803,036 

(1.02) 

$53,828 

$(52,905) 

$923 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  major  differences  are  that  we  recommend  a  ground  maintenance 
worker,  and  the  full  salary  increase  requested  for  the  teachers.  The 
total  dollar  difference  is  nominal  because  the  executive  did  not  take 
turnover  savings  and  used  slightly  higher  inflation  guidelines. 

The  federal  funding  difference  is  because  we  recommend  the  interest 
and  income  fund  balance  be  appropriated. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

DEPARTMENT  OF  EDUCATION 

School  for  the  Deaf  and  Blind 

LFA  Recommended     %  Change 
Fiscal       Fiscal    Biennium 
1978         1979    1977  -  79 

FTE  90.74        87.32       88.32        88.32 

Fund  Source 

General  Fund               $   969,295    $1,074,654   $   980,751    $1,018,842   (2.2) 
Other  Funds-Appropr:\ated       328,685      319,961     395,500      407,943  23.9 
Other  Funds-Budget  Amended      52,865       16,220  


Total  Funds  $1,350,845   $1,410,835   $1,376,251   $1,426,785   1.5 

Reversion-General  Fund         116,475 

Expenditures  By  Object 

Personal  Services  $   993,116   $1,086,361   $1,093,339   $1,131,827   7.0 

Operating  Expenses  226,947      290,666     263,682      276,027   4.3 

Capital  14,307       33,808      19,230       18,931  (20.7) 

Total  Expenditures  $1,234,370   $1,410,835   $1,376,251    $1,426,785   6.0 

Summary 

We  recommend  a  6.0  percent  expenditure  increase  for  the  1979  biennium. 
Personnel  is  expanded  by  an  additional  ground  maintenance  worker.   For 
the  school  to  provide  the  best  care  for  children  and  to  operate  most 
economically,  the  substitute  parents  need  to  be  exempt  from  certain  pro- 
visions of  state  labor  law.   All  ongoing  budget  amendments  are  recom- 
mended for  appropriation. 
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Care  and  Custody  Labor  Problems 

Under  Section  59  Chapter  9  R.C.M.  1947  which  is  the  classification 
and  compensation  of  state  employees,  all  substitute  parents  in  the  care 
and  custody  program  are  mandated  to  be  on  eight  hour  shifts.   The 
school  had  been  contracting  with  substitute  parents  available  24  hours  a 
day  while  children  were  at  the  school.   When  the  children  went  home  on 
vacation  or  for  holidays,  the  substitute  parents  had  time  off  also.   In 
the  mid-morning  or  afternoon  when  school  was  in  session,  the  substitute 
parents  had  personal  time,  but  were  generally  available. 

Having  substitute  parents  working  8  hour  shifts  has  caused  problems 
for  the  children  according  to  school  administrators.   No  person  is  as 
familiar  with  the  individuals'  possessions,  and  the  children's  super- 
visors are  always  changing.   The  children  reportedly  developed  a  better 
relationship  and  adjusted  easier  with  a  continuous  substitute  parent. 

It  costs  approximately  $100,000  per  year  to  hire  the  10.86  ad- 
ditional FTE  to  have  substitute  parents  work  8  hour  s.iifts.   Children 
are  at  the  school  about  five  legal  holidays  a  year.   Under  the  eight 
hour  shift  method,  double  time  must  be  paid  for  the  holidays  which  costs 
about  $14,000  a  year.   In  the  past,  contracted  parents  have  been  granted 
days  off  at  other  times  of  the  year. 

School  administrators  feel  the  children  receive  better  care,  can 
adjust  better  to  living  away  from  home,  and  develop  a  better  relation- 
ship with  the  same  substitute  parents  being  available  24  hours  a  day. 
If  Montana  would  make  an  exception  in  Section  59-904(8)  R.C.M.  1947 
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which  would  allow  the  school  to  contract  for  parent  services  as  in  the 
past,  the  stats  can  provide  better  care  for  these  school  children  and 
save  $114,000  a  year. 

We  recommend  Section  59-904(8)  be  modified  to  exclude  care  and 
custody  parents. 

Expanded  FTE 

The  school  has  been  inappropriately  having  students  do  some  of  the 
maintenance  chores  of  the  institution.   We  recommend  that  this  practice 
cease  and  ".hat  an  additional  maintenance  worker  be  hired.   Funds  are 
recommended  fo^  this  purpose. 

Current  Level 

All  staff  provided  in  the  1977  biennium  are  recommended  to  be  con- 
tinued.  The  education  salaries  were  funded  as  requested.   Teachers  at 
the  school  are  paid  at  the  same  rate  as  those  employed  by  the  Great 
Falls  school  district.   Vacancy  savings  total  three  percent.   One-half 
of  vacancy  savings  and  turnover  are  reduced  in  the  calculation.   Half 
the  turnover  amounts  to  $10,457  in  fiscal  1978  ard  $14,516  in  fiscal 

1979. 

Operating  expenditures  of  $10,545  were  abated  in  fiscal  1976  when 
the  school  received  lease  money  for  its  classrooms.   These  costs  h?ve 
been  added  to  the  ongoing  levels  in  the  1979  biennium. 

Equipment  was  funded  as  requested. 
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Funding 

Other  than  federal  vocational  funds,  which  were  estimated  $1,500 
lower  per  year,  federal  and  private  revenue  estimates  are  accepted  as 
submitted  by  the  school. 

Interest  income  available  for  expenditure  is  figured  by  holding  the 
fiscal  1976  income  level  constant  and  using  the  excess  fund  balance. 

Lease  income  is  recommended  to  be  budgeted  to  cover  expenditures 
previously  abated.   Abating  expenses  is  not  an  acceptable  accounting 
practice. 

Milk  reimbursement  funds  are  recommended  for  appropriation  to  cover 
anticipated  milk  expenditures. 
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Community  Colleges 


Fiscal 
1979 

FTE 

General  Fund 

$3,420,666 
3,147,543 

$273,123 

Other  Funds 

$226,500 
-0- 

Total  Funds 

$3,647,166 
3,147,543 

$226,500 

$499,623 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


The  major  difference  is  due  to  the  executive  funding  65  percent 
of  all  fiscal  1976  programs  some  of  which  were  previously  funded  with 
voted  local  t.ix  levies  and  with  federal  and  private  funds  which  are 
estimated  to  decrease. 

The  executive  recommends  one  community  college  district  mill  be 
appropriated  to  community  colleges  rather  than  general  fund.   Appropriating 
millage  to  community  colleges  seems  to  be  a  shift  of  millage  and  general 
fund  resources  between  the  six  universities  and  the  community  colleges. 
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DEPARTMENT  OF  EDUCATION 
Community  Colleges 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1973        1979 

1977  -  79 

Fund  Source 

General  Fund 
Regents  Discretionary 
Funds  (General  Fund) 

Total  General  Fund 

Allocation  By  College 

Flathead  Community  College 
Miles  Community  College 
Dawson  Community  College 

Total  General  Fund 


$1,275,078 
100,000 


$1,375,143   $1,516,178  $1,631,365   18.8 

(100.0) 


$1,375,078   $1,375,143   $1,516  178   $1,631,365   14.5 


681,216 

681,111 

761,485 

817,158 

15.9 

350,642 

350,595 

38. 7, 994 

426,899 

16.2 

343,220 

343,437 

366,699 

387,308 

9.8 

$1,375,078   $1,375,143   $1,516,178   $1,631,365   14.5 


Summary 

We  recommend  18.8  percent  increased  general  fund  support  for  the 
1979  biennium.   Current  level  services  supported  with  general  fund  are 
increased  by  inflation  factors  used  for  state  agencies.   Recommended 
expansion  is  related  to  student  enrollment  increases. 

Community  College  Funding  Mechanisms  Are  Confusing 

The  state  and  the  local  district  funding  responsibility  for  community 
colleges  is  not  clearly  defined.   Section  75-8128  provides  which  por- 
tions of  the  annual  operating  budget  are  to  be  funded  by  the  state  and 
the  districts  respectively.   Local  districts  are  mandated  to  pay  35 
percent  of  the  regents  approved  operating  budget  and  the  remaining  65 
percent  is  to  be  paid  by  the  state.   The  confusing  aspects  of  this 
requirement  are: 
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1.  While  Section  75-8128  appears  to  provide  for  funding  the  full 
budget,  in  face  significant  revenues  and  expenses  are  not  included 
within  the  "65/35"  budget.   Such  revenues  as  federal  funds,  general  fund 
appropriated  to  the  office  of  superintendent  of  public  instruction  for 
vocational  education,  interest  income  and  other  miscellaneous  incomes 
and  their  related  expenditures  are  not  included  within  the  "65/35" 
budget  approved  by  the  regents.   The  law  does  not  explicitly  exclude 
these  funds  frnm  the  budget,  but  also  does  not  include  them  when  de- 
fining the  relative  funding  responsibilities.   Under  the  provisions  of 
Section  7  5-8128  these  additional  funds  are  not  a  part  of  the  annual 
operating  budget  approved  by  the  regents. 

2.  The  mandated  funding  responsibilities  refer  to  the  budget 
approved  by  the  regents — not  the  budget  appropriated  for  by  the  legis- 
lature.  There  is  no  requirement  that  the  regents  approve  a  budget 
within  the  appropriation  limits  (i.e.  1.54  times  the  general  fund  ap- 
propriation— if  general  funds  equal  .65  of  the  budget,  then  1.54  times 
the  general  fund  equals  the  budget) . 

Thus  the  regents  can  approve  any  level  of  funding  thought  appro- 
priate without  statutory  limitation.   The  level  approved  must  be  funded 
by  35  percent  mandated  levies  less  student  fees.   This  gives  the  regents 
direct  authority  to  raise  property  levies.   This  authority  is  not  sub- 
ject to  statutory  limitation  nor  to  approval  of  the  college  district 
voters. 
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Table  A  shows  the  mandatory  mill  levy  if  the  regents  keep  the  ap- 
proved budget  at  the  requested  level  or  if  the  approved  budget  is  re- 
duced to  the  recommended  state  appropriation. 


Table  A 
Effect  of  Approved  Budget  for  Community  Colleges  on  Local  Property  Tax  Mills 


1975 

1976 

1977 

1978 

1979 

Regents  Requested- 

Flathead 

3.0 

4.1 

4.0 

4.0 

4.4 

Dawson 

3.0 

7.3 

8.4 

12.5 

13.9 

Miles 

3.0 

7.8 

7.9 

13.9 

14.7 

Total  Mandatory 

Mills 

9.0 

19.2 

20.3 

30.4 

33.0 



— Appropria 

-LFA 

Recommended- 

Flathead 

3.0 

2.6 

2.8 

3.1 

3.2 

Dawson 

3.0 

4.9 

5.8 

5.6 

5.9 

Miles 

3.0 

6.4 

6.4 

7.1 

7.8 

Total  Mandatory 

Mills 

9.0 

13.9 

15.0 

15.8 

16.9 

3.  Since  the  funding  mix  is  based  on  a  budget  approved  by  the 
regents  after  the  legislative  appropriation  is  made,  the  appropriated 
general  fund  may  not  equal  65  percent  of  the  approved  budget.   Thus, 
under  the  statutory  provisions,  the  colleges  would  seem  to  be  operating 
on  less  than  a  100  percent  budget .   At  least  they  ccild  be  operating  on 
a  budget  lower  than  approved  by  the  regents.   Thus  the  regents-approved 
budget  could  be  a  fiction. 

4.  Since  there  is  no  restriction  in  law  as  to  what  types  of  ex- 
penditures can  be  made  from  the  "65/35"  budget,  policies  between  units 
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are  inconsistent.   For  example,  Flathead  valley  community  college  is 
paying  for  major  renovation  of  buildings  and  for  real  estate  lots. 
Dawson  community  college  pays  for  vocational  education  costs  from  the 
"65/35"  budget  and  saves  the  vocational  reimbursement  from  the  super- 
intendent's office  for  construction. 

5.   Since  significant  expenditures  are  made  outside  of  the  "65/35" 
budget  (for  example  federal  grant  expenditures)  there  is  constant 
pressure  to  shift  these  expenses  to  the  "65/35"  budget  as  federal  funds 
decrease  or  do  not  increase  as  fast  as  the  related  expenses.   These 
funds  outside  jf  the  "65/35"  budget  and  the  purposes  for  which  they  are 
spent  have  not  been  approved  by  either  the  regents  or  the  legislature. 

Table  B  illustrates  the  inordinate  cost  increases  caused  by  shift- 
ing cost  items  to  the  "65/35"  budget.   The  "other  funds"  are  projected 
by  the  colleges  to  decrease  which  leverages  an  inordinate  increase  to 
the  "65/35"  budget  and  to  the  state  general  fund. 


Table 

B 

Percent 

Change 

in  Requested  Communi 

ty  College  Budgets 

&  Funds 

1977  Biennium 

1979  Biennium 

%  Change 

Total  Budget 

$6,110,572 

$7,625,497 

25 

65/35  Budget 

4,842,756 

7,029,167 

45 

Other  Funds 

$1,267,816 

$596,330 

(53) 

There  are  several  alternatives  that  the  legislature  may  want  to 
consider  which  would  clarify  this  situation: 
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1.  The  funding  of  community  colleges  should  be  based  on  the  pre- 
sentation of  a  budget  request  encompassing  all  funds. 

2.  The  legislative  appropriation  should  be  based  on  an  analysis 
which  takes  into  cognizance  the  numbers  of  students,  respective  mill 
levies  and  valuations  and  all  funds  available. 

3.  The  legislature  should  set  the  budget  level  that  the  school 
cannot  exceed  without  approval.   This  legislative  budget  would  then  be 
funded  by  a  mandated  percent  from  student  fees  and  mill  levy. 

To  the  extent  that  expenditures  of  federal  funds  are  approved  by 
the  legislature,  cost  increases  of  these  programs  would  be  legitimate 
items  for  mill  levy  and  general  fund  support. 

Budget  Recommendation 

We  recommend  current  level  general  fund  increases  in  line  with 
inflation  and  personnel  adjustments  budgeted  for  state  agencies. 

Table  C  shows  projected  student  enrollments. 


Table  C 
Enrollment  Projections  for  the  Community  Colleges 

Actual       Budgeted  Projected 

1976         1977  1978  1979 

Flathead1  1,278         1,125  1,330  1,450 

Miles  424  465  513  564 

Dawson  441  463  486  510 

1.   Flathead  valley  community  college  enrollment  and  expenditure  figures 
vary  considerably  between  reports.   The  enrollment  listed  in  Table  C 
was  shown  on  the  budget  detail  documents  submitted  by  the  commissioner's 
office. 
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Based  on  projected  enrollment  increases,  additional  faculty  were 
recommended.   Numbers  of  faculty  were  calculated  using  Dawson  and  Miles' 
requested  1978  student-faculty  ratio  of  18/1.   Flathead  valley  had  con- 
siderable variances  in  the  enrollment  and  expenditure  reports.   There- 
fore, the  same  student  faculty  ratio  requested  at  Miles  and  Dawson  was 
applied  to  Flathead  valley.   Enrollment  increases  at  Flathead  valley 
were  figured  from  a  fiscal  1976  base  while  those  at  Miles  and  Dawson 
used  fiscal  1977.   General  fund  was  recommended  to  fund  65  percent  of 
the  average  faculty  compensation  of  $16,583  in  fiscal  1978  and  $16,914 
in  fiscal  1979.   Table  D  shows  the  number  of  additional  faculty  recommended, 
the  total  projected  cost,  and  recommended  added  general  fund  support. 


Table  D 
Cost  of  Additional  Faculty  Recommended 


No.  of 

Faculty 

Cost  of 

Added  Faculty 

General  Fund 

Recommended 

1978 

1979 

1978 

1979 

1978 

1979 

Flathead 

5.7 

9.6 

$94,523 

$162,374 

$61,440 

$105,543 

Miles 

2.6 

5.5 

43,116 

93,027 

28,025 

60,468 

Dawson 

ill 

2.6 

21,558 

43,976 

14,013 

28,585 

Total 

9.6 

17.7 

$159,197 

$299,377 

$103,478 

$194,596 
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MONTANA  UNIVERSITY  SYSTEM 

Commissioner  of  Higher  Education 
Administration 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 
1979 

FTE 

General  Fund 

Other  Funds 

Total  Funds 

24.0 

$1,289,787 

$131,000 

$1,420,787 

17.0 

756,501 

195,755 

952,256 

7.0 

$533,286 

$(64,755) 

$468,531 

The  major  difference  is  due  to  the  executive  recommending  the 
commissioner  of  higher  education's  request  and  our  recommending  a 
smaller  staff  with  applicable  operating  expenditures. 

The  executive  funded  rent  of  the  new  office  building  with  general 
fund  while  we  recommend  part  of  the  office  be  subleased. 
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MONTANA  UNIVERSITY  SYSTEM 
Commissioner  of  Higher  Education 


FTE 

Fund  Source 

General  Fund 

Regents  Discretionar/-G. F. 
Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

15.58 


$283,656 

326,345 

5,401 

$615,402 


24.13 


$433,218 

246,523 

7,000 

$686,741 


LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 


17.00 


$140,749 

440,519 

34,318 

$147,629 

478,330 

50,919 

9,863 

$686,741 

$376,213 
97,050 

$615,586 
184 

$473,263 

$340,886 
132,377 


$473,263 


17.00 

$380,288  162.3 
98,705  129.7 


$478,993   (26.9) 


$346,306   (4.1) 
132,687   (53.7) 


$478,993   (26.9) 


We  recommend  a  26.9  percent  expenditure  decrease  for  the  commissioner 
of  higher  education.   One-time  costs  were  incurred  in  the  1977  biennium. 
Staff  is  recommended  to  be  reduced  from  the  budgeted  fiscal  1977  level. 

The  office  of  commissioner  of  higher  education  spent  109  percent  in 
fiscal  1976  and  is  budgeted  to  spend  214  percent  in  fiscal  1977  above 
the  appropriation.   The  added  general  fund  money  was  available  from  the 
regents'  discretionary  fund.   Table  A  shows  the  dollar  and  FTE  increase 
above  the  appropriated  level. 
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Table  A.   Commissioner's  Office  Expansion  in  the  1977  Biennium 
Over  the  Office  Appropriation 


1976  — 

Total  Dollars 

FTE 

1977  — 

Total  Dollars 

FTE 

Appropriated 
Expended 

$189,897 
396,545 

7.54 
15.50 

$198,548 
622,741 

7.54 
22.13 

Difference 
%  Change 

$206,648 
109% 

7.96 
106% 

$424,193 
214% 

14.59 
194% 

1.  Excludes  contracts  for  the  accounting  study  of  $218,857  in  fiscal 
1976  and  $40,000  for  the  accounting  study  and  a  new  $24,000  federal 
program  in  fiscal  1977. 

Personnel  salaries  and  FTE's  were  the  major  items  which  expanded. 
Additional  staff  included  three  lawyers,  seven  professionals  and  four 
and  a  half  secretarial  positions. 

Staff  exempt  from  the  classification  and  pay  plan  were  appropriated 
the  average  matrix  salary  increase  of  approximately  7  percent  in  fiscal 
1976  and  6  percent  in  fiscal  1977.   Table  B  shows  the  salary  pattern  for 
the  commissioner  and  the  three  professional  staff  in  fiscal  1975  through 
the  fiscal  1979  salary  request. 

Table  B.   Salary  Increases  in  the  Commissioner's  Office 

%  %  %  % 

1975   Change   1976   Change   1977   Change   1978   Change   1979 

Commissioner1  $35,000  5  $36,750  7  $39,250  10  $43,174  lh  $46,413 
Dep.  Comra. 

Finance  19,748  27  25,086  5  26,250  13  29,700  7%  31,927 
Dep.  Comm. 

Research  19,360  28  24,706  3  25,550  10  28,050  7%  30,154 

Chief  Attorney  17,360  29  22,440  16  26,000  10  28,600  lh  30,745 

1.  The  regents  authorized  the  commissioner's  house  and  utilities  to  be  paid 
by  the  state. 
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We  recommend  the  commissioner's  office  be  funded  for  17  FTE.   The 
commissioner,  the  deputy  commissioner  of  finance,  the  director  of  plan- 
ning, the  director  of  management  systems,  two  lawyers,  the  labor  re- 
lations specialist,  the  commissioner's  assistant,  the  administrative 
assistant,  the  research  associate,  two  community  service  staff  and  four 
clerical  positions.   This  would  substitute  a  labor  negotiator  position 
for  a  lawyer  a.id  not  fund  a  public  information  officer,  a  requested 
auditor,  a  director  of  "special  projects"  and  related  support  staff. 

The  commissioner  and  his  assistant  should  be  able  to  handle  public 
relations  and  jpecial  projects  which  cannot  be  assigned  to  a  particular 
staff  member. 

Auditing  services  are  provided  by  the  legislative  auditor.   UM  and 
MSU  both  have  an  internal  auditor.   We  do  not  recommend  an  auditor  in 
the  commissioner's  office. 

The  regents  approved  a  nine-year  lease  on  a  new  office  building  for 
the  commissioner.   The  rent  is  $6.10  per  square  foot  for  a  total  cost  of 
$61,000  plus  utilities.   This  amounts  to  $339  per  general  fund  employee 
per  month. 

We  recommend  spending  authority  to  pay  the  building  rent,  but 
expect  the  coiimissioner  to  make  sub-lease  arrangements  for  half  the 
space.   Staff  of  15  FTE  would  not  provide  full  utilization  for  an  office 
intended  to  be  occupied  by  25  people. 

The  commissioner's  house  rent  and  utility  payments  are  not  re- 
commended.  Paying  a  state  employee's  rent  and  utilities  may  set  a  very 
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costly  precedent.  In  terms  of  job  responsibility,  almost  all  elected 
officials  and  department  directors  could  expect  benefits  equal  to  the 
commissioner  of  higher  education. 

Contract  services  are  recommended  to  be  reduced.   The  accounting 
study  by  Arthur  Anderson  and  Company  and  the  intercollegiate  athletic 
study  are  complete.   A  full  time  staff  attorney  is  recommended  rather 
than  having  a  lawyer  on  a  monthly  retainer.   Review  team  services  are 
recommended  to  be  reduced.   The  review  teams'  reports  on  Ph.D.  programs 
seemed  to  provide  few  insights  that  the  commissioner's  academic  director 
and  the  university  presidents  could  not  have  concluded  with  the  help  of 
campus  program  staff. 

Fourteen  out-of-state  trips  per  year  are  recommended  for  the  nine 
professional  staff.   This  is  a  reduction  from  the  27  trips  taken  in 
fiscal  1976.   Sometimes  more  than  one  staff  attended  the  same  meeting. 
The  commissioner  took  eight  trips,  the  deputy  commissioner  of  finance 
took  seven  trips,  the  academic  director  took  five,  the  legal  staff  three 
and  other  staff  had  one  or  two  trips.   At  the  maximum  rate,  out-of-state 
meals  were  provided  for  100  days  and  lodging  for  65  nights  in  fiscal 
1976. 

The  in-state  travel  request  for  commercial  travel,  meals  and 
lodging  is  recommended  to  be  reduced.   During  fiscal  1976,  up  to  three 
people  from  the  co.nmissioner ' s  office  went  to  one  collective  bargaining 
meeting.   We  recommend  one  and  occasionally  two  commissioner's  staff 
attend  a  collective  bargaining  meeting.   Labor  relations  unit  of  the 
personnel  division  generally  have  a  maximum  of  two  at  a  collective 
bargaining  meeting. 
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MONTANA  UNIVERSITY  SYSTEM 

Commissioner  of  Higher  Education 
Student  Assistance 

Fiscal 

1979    Biennium 

FTE     General  Fund    Other  Funds    Total  Funds 

Executive  Budget  $5,666,635      $354,000     $6,020,635 

LFA  Recommendation  5,649,635         -0-        5,649,635 

Executive  over  (und^r)  LFA  $17,000      $354,000       $371,000 

There  are  three  differences  between  the  executive  and  our  recom- 
mendation.  The  executive  recommends  that  WICHE  dues  be  $11,000  higher 
per  year  and  that  the  federal  incentive  matching  money  of  $354,000  be 
appropriated.   The  executive's  fiscal  1978  estimate  of  federal  incentive 
matching  funds  is  $5,000  lower  than  the  commissioner  of  higher  edu- 
cation's original  estimate  which  we  used. 
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MONTANA  UNIVERSITY  SYSTEM 
Student  Assistance 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

Fund  Source 

General  Fund                $783,493     $1,101,930    $2,688,201    $2,961,434   199.6 
Regents  Discretionary-G.F.      38,172       125,950 

Total  Funds  $821,665    $1,227,880   $2,688,201    $2,961,434  175.7 

Expenditures  By  Service 

WAMI  $   250,000   $  827,601  $1,169,196  698.7 

WICHE-Program  Asst.  $635,202       762,150    1,343,600  1,275,800  87.5 

WICHE-Administrative  28,000        28,000  28,000  28,000  -0- 

NDEA  30,000        30,000  80,000  80,000  166.7 
Univ.  of  Minnesota 

Rural  Dentistry  72,000       100,000  230,000  228,438  166.5 
Federal  Incentive  Matching 

Money  56,463        57,730  179,000  180,000  214.4 

Total  Expenditures  $821,665    $1,227,880   $2,688,201   $2,961,434  175.7 

Summary 

A  cost  increase  of  175.7  percent  is  recommended  for  student  assis- 
tance.  The  increase  is  due  to  WAMI  being  in  full  operation  and  in- 
creased fees  to  out-of-state  medical  schools. 

WAMI  is  a  cooperative  medical  program  with  Washington,  Alaska, 
Montana  and  Idaho.   Students  take  the  first  year  of  medical  training  in 
their  home  state  and  the  remainder  at  the  University  of  Washington. 
Clinical  units  are  operated  in  each  state. 

WAMI's  recommended  expenditures  are  an  increase  from  $250,000  in 
the  1977  biennium  to  $1,996,797  in  the  1979  biennium.   The  cost  increase 
is  due  to  having  the  program  in  full  operation  by  fiscal  1979  and  no 
federal  fund  supplementation. 
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During  fiscal  1977,  federal  funds  were  available  for  operation  of 
the  clinical  units  and  $56,000  of  the  sophomore  class  expenses.   We 
recommend  the  program  be  funded. 

WICHE  student  assistance  is  recommended  to  be  funded  as  requested. 
This  will  provide  the  opportunity  for  students  enrolled  and  anticipated 
freshmen  to  obtain  a  medical  education. 

Costs  of  WICHE  assistance  have  grown  considerably  due  to  an  in- 
crease in  rates  and  the  regents'  funding  all  Montana  students  accepted 
in  a  WICHE  school.   Previously,  fees  paid  for  a  freshman  remained  stable 
until  graduation.   This  biennium,  fee  increases  apply  to  all  students. 

The  following  schedule  shows  the  rate  increase  at  the  freshman 
level . 

Program  1977  Biennium     1979  Biennium     Percent  Increase 

Medical  $6,000  $12,000  100 

Dental  6,000  9,000  50 

Veterinary  6,000  9,000  50 

Optometry  3,600  4,200  17 

Dental  Hygiene  2,000  4,200  110 

Podiatry  4,800  4,800  -0- 

Physical  Therapy  2,800  3,400  21 

Occupational  Therapy  1,200  3,400  183 

Building  and  operating  medical  schools  is  very  expensive.   The 
WICHE  programs  provide  a  well  rounded  medical  career  choice  to  Montana 
students  without  the  necessity  of  operating  several  types  of  medical 
programs  in  Montana. 

WICHE  dues  are  recommended  to  remain  at  $28,000  per  year.   The 
western  states  legislative  fiscal  officers  reviewed  WICHE  on  July  29, 
1976.   The  fiscal  officers  agreed  that  WICHE  had  not  presented  an 
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adequate  case  for  the  proposed  dues  hike.   A  recommendation  is  being 
made  to  each  legislature  that  no  dues  increase  be  funded.   There  is  a 
WICHE  budget  reveiw  available  in  the  fiscal  analyst' t  office. 

Minnesota  dentistry  raised  the  rates  from  $6,000  to  $11,500  in 
fiscal  1978  and  $12,691  in  fiscal  1979.   There  are  16  continuing  students 
and  4  anticipated  freshmen. 

NDEA  funds  and  student  incentive  grants  will  be  matched  by  the 
federal  government.   NDEA  is  loan  money  for  students.   It  is  matched 
9:1.   The  student  incentive  grant  is  matched  1:1.   I.  is  recommended  to 
match  all  federal  funds  available  to  Montana  students 


MONTANA  UNIVERSITY  SYSTEM 
Bureau  of  Mines  -  Current  Unrestricted 


Fiscal 

1979 

FTE 

General  Fuad 

Other  Funds 

Total  Funds 

39.92 

$1,760,358 

$145,000 

$1,905,358 

33.82 

1,329,377 

145,000 

1,474,377 

6.10 

$430,981 

-0- 

$430,981 

Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


There  are  three  major  differences.   The  executive  recommends  the 
regents'  current  level  FTE,  operating  and  equipment  request  rather  than 
using  inflation  guidelines  applied  to  other  state  agencies  ($221,101). 
The  executive  considers  the  special  appropriation  from  H.B.  705  for  a 
water  study  to  be  in  the  ongoing  base  ($172,000),  and  the  executive 
recommends  an  additional  engineering  geologist  ($37,880). 

Current  level  operating  expenses  would  increase  45  percent  from 
fiscal  1976  to  fiscal  1978  under  the  executive's  recommendation. 
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MONTANA  UNIVERSITY  SYSTEM 
Bureau  of  Mines  -  Current  Unrestricted 


FTE 

Fund  Source 

General  Fund 

General  Fund-Water  Study 
Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 
Sales  &  Service  Revenue 
Not  Collected 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Fiscal 

1976 

37.56 


$649,672 

70,000 

127,000 


$846,672 
59,613 
55,133 


$423,802 

287,025 

21,099 

$731,926 


Appropriated    LFA  Recommended    %  Change 
Fiscal     Fiscal       Fiscal   Biennium 
1977       1978         1979   1977  -  79 


38.92 


$703,442 

70,000 

140,000 

59,613 


$480,221 

391,387 

25,500 


33.82 

$657,741 
70,000 


$973,055    $727,741 


75,947 


$419,016 

293,060 

15,665 


33.82 

$671,636    (1.8) 
75,000   (45.7) 


$746,636   (19.0) 


$897,108   $727,741 


$428,179  (6.3) 

301,852  (12.3) 

16,605  (30.8) 

$746,636  (9.5) 


Summary 

We  recommend  continuing  current  level  programs.   The  recommended 
expenditure  decrease  is  due  to  a  special  water  study  in  the  1977  biennium. 
General  fund  decreases  because  the  unused  fiscal  1976  appropriation  was 
transferred  to  fiscal  1977  for  program  augmentation  above  the  level 
provided  by  the  1975  legislature. 
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Ground  Water  Study 

House  joint  resolution  54  of  the  1975  legislature  mandated  a  study 
of  ground  water.   Particularly,  the  coal-bearing  Fort  Union  formation 
was  to  be  studied  for  effects  of  strip  mining  on  ground  water  movement 
and  supply  and  changes  in  soil  chemistry  resulting  from  aquifer  dis- 
turbance, for  the  effect  of  seismic  exploration,  and  for  the  effect  and 
causes  of  oil  well  water  flood  depletion  of  Fox  Kills  Sands  aquifer. 

Personnel  at  the  bureau  of  mines  indicate  that  the  research  will  be 
done  by  6/30/77  and  a  report  available  shortly  thereafter. 

Current  Level 

All  current  level  programs  for  the  bureau  of  mines  were  continued. 
Inflation  guidelines  and  personnel  raises  were  budgeted  the  same  as 
other  state  agencies.   Sales  and  service  income  estimates  were  made  by 
the  bureau. 
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MONTANA  UNIVERSITY  SYSTEM 

Bureau  of  Mines  -  Current  Restricted 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  -0-  -0-  -0-  -0- 

LFA  Recommendation  -0-  -0-         $4,600        $4,600 

Executive  over  (under)  LFA  $(4,600)      $(4,600) 

The  executive  budget  does  not  make  a  recommendation  on  these  funds. 
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MONTANA  UNIVERSITY  SYSTEM 
Bureau  of  Mines  -  Current  Restricted 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended 
Fiscal      Fiscal 


1978 


1979 


Fund  Source 
Other  Funds 

Expenditures  By  Object 
Operations 


$7,940 


7,940 


$50,985 


50,985 


$2,300     $2,300 


2,300 


2,300 


%  Change 
Biennium 
1977  -  79 


(92.2) 


(92.2) 


The  bureau  of  mines'  restricted  account  consists  of  gifts  and  small 
grants  to  subsidize  publications.   All  research  grants  and  contracts  go 
through  the  college's  restricted  research  program. 

Actual  fiscal  1976  revenue  was  $2,296.   Therefore,  of  fiscal  1976 
expenditures,  $5,644  was  from  the  fund  balance.   On  November  30,  1976  no 
funds  had  been  received  for  the  budgeted  $50,985  in  fiscal  1977.   We 
recommend  appropriating  the  level  of  revenue  received  in  fiscal  1976. 
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MONTANA  UNIVERSITY  SYSTEM 

Agricultural  Experiment  Station 
Current  Unrestricted  Funds 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  307.25    $6,938,652     $4,263,731    $11,202,383 

LFA  Recommendation  264.71     5,096,654      3,978,759     9,075,413 

Executive  over  (under)  LFA  42.54     $1,841,998       $284,972    $2,126,970 

The  expenditure  difference  is  due  to  the  executive  recommending 
current  level  as  requested  by  the  station  rather  than  inflation  guide- 
lines used  for  other  state  agencies  ($643,478  approximately),  expanding 
the  program  by  4  FTE  ($171,300),  not  recommending  an  appropriation  for 
the  Roberts  property  ($15,028)  and  the  U.S.  range  station  ($1,327,220). 
We  recommend  that  operation  of  the  U.S.  range  station  be  appropriated 
as  restricted  funds  and  receive  no  general  fund  augmentation.   The 
executive  recommends  approximately  $527,220  general  fund  augmentation 
for  the  U.S.  range  station  as  an  unrestricted  program.   Recommending 
the  regents'  current  level  request  results  in  a  current:  level  operating 
expense  increase  of  32  percent  from  fiscal  1976  to  fiscal  1978. 

The  difference  in  other  funds  is  due  to  our  estimating  earmarked 
revenue  $500,000  higher  over  the  biennium,  treating  the  U.S.  range 
station  in  the  restricted  budget  ($800,000)  and  recommending  an  ap- 
propriation for  the  Roberts  property  ($15,028). 
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MONTANA  UNIVERSITY  SYSTEM 

Agricultural  Experiment  Station 
Current  Unrestricted  Funds 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 

General  Fund 

Regents'  Discretionary  Fund 
Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


264.71 


263.89 


264.71 


264.71 


$2,685,608 

1,479,933 
3,489 

$2,903,460 

100,000 

1,522,262 

180,451 

$4,706,173 

$2,543,986 
1,942,238 

$2,552,668 
2,036,521 

(8.8) 
32.5 

$4,169,030 
11,902 

$4,486,224 

$4,589,189 

2.3 

$3,053,109  $3,398,572  $3,301,292  $3,364,265    3.3 

939,653  1,129,697  1,005,429  1,035,592  (1.4) 

156,137  170,151  171,751  182,056    8.4 

$4,148,899  $4,698,420  $4,478,472  $4,581,913    2.4 

8,229  7,753  7,752  7,276  (6.0) 

$4,157,128  $4,706,173  $4,486,224  $4,589,189    2.4 


The  recomn snded  general  fund  decrease  is  due  to  projecting  a 
significant  increase  in  the  expenditure  of  other  available  funds.   The 
modest  expenditure  increase  is  due  to  projecting  needed  expenses  from 
actual  expenditures  in  fiscal  1976  rather  than  the  fiscal  1977  budget. 

All  current  level  services  are  recommended  to  be  budgeted  for  the 
1979  biennium  at  inflation  rates  and  personnel  raises  used  for  all  state 
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agencies.   Operating  expenses  are  recommended  to  increase  seven  percent 
from  fiscal  1976  to  fiscal  1978  and  three  percent  from  fiscal  1978  to 
fiscal  1979.   Equipment  expenses  are  calculated  at  a  ten  percent  in- 
crease to  fiscal  1978  and  six  percent  to  fiscal  1979. 

The  unrestricted  program  includes  hatch  funds,  federal  regional 
research  money,  and  earmarked  revenue.  These  are  the  same  funds  re- 
quested and  appropriated  as  unrestricted  in  the  1975  session. 

Revenue  estimates  for  the  hatch  fund  and  regional  research  dollars 
were  submitted  by  the  agricultural  experiment  station. 

We  estimate  earmarked  revenue  at  $750,000  per  year  based  on  revenue 
collections  of  $886,101  in  fiscal  1974,  $691,765  in  fiscal  1975,  and 
$754,880  in  fiscal  1976.   A  fund  balance  of  $197,497  is  recommended  to 
be  retained.   This  fund  balance  will  provide  an  adequate  contingency 
reserve. 

The  non-operating  costs  shown  consist  of  payments  on  the  Roberts 
property.   It  will  be  paid  off  in  fiscal  1979. 

In  the  1975  session  $75,000  was  appropriated  for  Hanson  property. 
The  land  cannot  be  purchased  until  the  owner  decides  to  sell.   If  the 
land  is  not  purchased  by  session,  the  appropriation  bill  should  continue 
the  provisions  of  H.B.  581,  forty-third  legislature  and  reappropriate 
the  $75,000  through  fiscal  1979. 
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MONTANA  UNIVERSITY  SYSTEM 

Agricultural  Experiment  Station 
Current  Restricted 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 


LFA  Recommendation  43.13  $1,356,584     $1,356,584 

Executive  over  (under)  LFA         (43.13)  $(1,356,584)   $(1,356,584) 


The  major  differences  are  that  the  executive  recommends  the  expen- 
diture authority  of  the  U.S.  range  station  at  Miles  City  as  current  un- 
restricted funds  and  makes  no  budget  recommendation  on  the  state  fer- 
tilizer tax  revenue  and  the  Title  V  rural  development  program. 
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Agricultural  Experiment  Station 
Current  Restricted  Funds 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Appropriated 

LFA  ] 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

46.81 


$537,050 
173,250 

$710,300 


$495,650 

193,743 

20,907 

$710,300 


47.84 


$580,358 
203,730 


$533,496 

247,042 

3,550 


LFA  Recommended    %  Change 
Fiscal   Biennium 
1979   1977  -  79 


43.13 


$481,046 
188,315 


43.13 


$669,361     $687,223   21.4 


$784,088    $669,361     $687,223   (9.2) 


$493,259   (5.3) 
193,964   (13.3) 


$784,088    $569,361     $687,223   (9.2) 


The  restricted  program  includes  the  U.S.  range  station  at  Miles 
City,  the  fertilizer  research,  and  the  federal  title  V  rural  development 
program.   A  saline  seep  contract  with  the  department  of  lands  was  budget 
amended  in  the  1977  biennium.   The  department  of  lands  did  not  request 
to  continue  this  program  in  the  1979  biennium.   Therefore,  the  total 
program  cost  decreases  but  all  ongoing  programs  ha^e  increased. 

Current  level  services  are  recommended  to  be  continued.   Personnel 
raises  and  operating  expenses  are  recommended  to  increase  by  merit 
raises  and  inflation  guidelines  recommended  for  all  state  agencies.   No 
capital  items  were  requested. 

The  U.S.  range  research  expenditures  in  fiscal  1976  were  $95,429  or 
19.3  percent  greater  than  appropriated.   Personnel  costs  increased  48 
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percent  between  fiscal  1975  and  fiscal  1976.   This  increase  was  due  to 
not  requesting  all  employee  benefits  to  be  appropriated,  contract 
faculty  receiving  24.4  percent  salary  increases  and  classified  people 
averaging  a  32.2  percent  salary  raise. 

Funds  were  budget  amended  by  the  regents  to  cover  the  increased 
salaries  and  benefits  in  the  1977  biennium.   These  costs  are  in  the 
current  level  base  and  are  recommended  to  be  funded  in  fiscal  1978  and 
fiscal  1979.   The  only  other  alternative  would  be  to  reduce  personnel  or 
not  give  pay  raises  equal  to  other  state  employees.   The  effect  of 
reducing  staff  is  not  known  and  complete  data  concerning  individual 
raises  is  not  available. 

During  the  1975  session,  the  state  costs  of  the  U.S.  range  station 
were  requested  to  be  restricted  and  were  treated  as  restricted  by  the 
legislature.   As  restricted  funds,  the  U.S.  range  fund  balance  was  not 
used  to  fund  other  agriculture  experiment  station  programs.   To  be  in 
accordance  with  generally  accepted  accounting  principles  for  colleges 
and  universities  these  funds  properly  were  classified  as  restricted. 

The  regents  have  requested  that  range  station  funds  be  included  in 
the  unrestricted  budget  so  that  the  previously  restricted  operation 
could  be  subsidized  with  general  fund  appropriation.   We  recommend  that 
the  funds  continue  to  be  restricted  and  that  no  subsidization  occur. 


(Mi 


ou^> 


Page  7  -  University  System 

The  U.S.  range  station  estimated  income  has  beer,  considerably 
underestimated  by  the  agricultural  experiment  station.   A  comparison  of 
actual  to  estimated  income  since  1974  follows: 


Fiscal 

Fiscal 

Fiscal 

1974 

1975 

1976 

Actual 

$693,942 

$504,559 

$526,543 

Estimated 

400,000 

400,000 

400,000 

Difference 

$293,942 

$104,559 

$126,543 

It  appears  that  with  a  reasonable  revenue  estimate,  the  U.S.  range 
station  can  operate  without  a  general  fund  subsidy  in  the  1979  biennium. 
The  following  table  estimates  the  income  and  expenses  for  the  station 
through  fiscal  1979. 


Fiscal 

Fiscal 

Fiscal 

1977 

1978 

1979 

$231,787 

$231,782 

$146,964 

525,000 

525,000 

550,000 

$756,787 

$756,782 

$696,964 

525,005 

609,818 

626,407 

$231,782 

$146,964 

$70,557 

Beginning  Balance 
Income 

Total  Available 
Expenditures 

Ending  Balance 


It  seems  cleiir  that  expenses  will  exceed  revenues  throughout  the 
period.   The  excess  will  be  covered  by  cash  balances.   The  1979  legis- 
lature will  need  to  consider  whether  to  subsidize  this  program  with 
general  fund  appropriation  or  to  reduce  operations  to  stay  within 
revenues. 
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MONTANA  UNIVERSITY  SYSTEM 

Cooperative  Extension  Service 
Current  Unrestricted 


Fiscal 
1979 

FTE 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


129.60 
132.84 

(3.24) 


General  Fund 

$2,399,911 
1,834,448 

$565,463 


- — Biennium 

Other  Funds    Total  Funds 

$2,529,919    $-4,929,830 
2,764,005     4,598,453 


$(234,086) 


$331,377 


The  major  differences  are  due  to  the  executive  funding  current  level 
operating  expenses  and  capital  as  requested  by  the  regents  rather  than 
using  inflation  guidelines  applied  to  other  state  agencies,  (approximately 
$244,473),  expanding  the  program  by  6.32  FTE  above  the  fiscal  1976 
level  (approximately  $320,990),  and  having  no  recommendation  for  the 
multilith  department  which  has  been  appropriated  in  previous  bienniums 
($234,086).   The  regents'  request  would  result  in  a  current  level 
operating  expense  increase  of  33  percent  from  fiscal  1976  to  fiscal  1978. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

MONTANA  UNIVERSITY  SYSTEM 

Cooperative  Extension  Service 
Current  Unrestricted 

LF/v  Recommended     %  Change 
Fiscal      Fiscal   Biennium 
1978        1979    1977  -  79 

FTE  132.84       133.85      132.54      132.84 

Fund  Source 

General  Fund               $   976,960   $1,135,297   $   922,547   $   911,901   (13.2) 
Other  Funds-Appropriated     1,099,523    1,110,434   1,357,602   1,406,403   25.1 
Other  Funds-Budget  Amended      80,156      143,982  


Total  Funds  $2,156,639   $2,389,713   $2,280,149  $2,318,304    1.2 

Reversion-General  Fund  82,450 

Expenditures  By  Object 

Personal  Services  $1,697,298   $1,953,904   $1,861,292   $1,896,663    2.9 

Operating  Expenses  360,374      423,709     390,310     408,155    1.8 

Capital  16,517       12,100      28,547      13,486   46.9 

Total  Expenditures         $2,074,189   $2,389,713   $2,280,149   $2,318,304    3.0 

1.  The  regents  are  considering  transferring  this  amount  for  expenditure  in  fiscal  1977, 

Summary 

Appropriated  current  level  services  are  recommended  to  be  continued 
with  inflation  and  personnel  raises  allowed  all  state  agencies.   Estimated 
insurance  increases  of  $4,710  in  fiscal  1978  and  $6,136  in  fiscal  1979 
are  recommended.   Equipment  was  funded  as  requested  for  current  level. 

The  current  level  budget  increase  is  understated  due  to  a  fiscal 
1977  budget  amendment.   General  fund  is  recommended  to  decrease  because 
the  cooperative  extension  service  requested  added  general  fund  in  the 
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1975  legislative  session  to  reduce  the  "inflated"  federal  Smith  Lever 
appropriation.   However,  the  additional  federal  funds  were  available 
over  the  appropriated  level  and  general  fund  was  not  reverted.   Instead 
the  agency  augmented  the  expenditure  budget  with  those  funds. 

Federal  Smith  Lever  revenue  estimates  are  those  submitted  by  the 
cooperative  extension  service. 


510 


Page  4  -  University  System 


MONTANA  UNIVERSITY  SYSTEM 

Cooperative  Extension  Service 
Current  Restricted 


Executive  Budget 
LFA  Recommendation 

Executive  over  (under)  LFA 


Fiscal 

1979 
FTE 

Gene 

ral  Fund 

Other  Funds 

Total  Funds 

-0- 

-0- 

-0- 

-0- 

45.39 

-0- 

$1,259,258 

$1,259,258 

(45.39) 

-0- 

$(1,259,258) 

$(1,259,258) 

The  executive  did  not  make  a  recommendation  on  these  funds.   These 
funds  include  state  fertilizer  tax  dollars,  federal  funds  earmarked  for 
specific  activities,  special  interest  group  funds  and  research  contracts 
from  other  state  agencies. 
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MONTANA  UNIVERSITY  SYSTEM 

Cooperative  Extension  Service 
Current  Restricted 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  56.94        58.96        45.40        45.39 

Fund  Source 

Other  Funds-Appropriated     $712,472     $634,359     $631,394     $627,864    (6.5) 
Other  Funds-Budget  Amended    135,251      239,655     

Total  Funds  $847,723     $874,014     $631,394     $627,864   (26.9) 

Expenditures  By  Object 

Personal  Services  $650,728     $678,013     $507,578     $519,506   (22.7) 

Operating  Expenses  192,756      193,126      121,221      105,582   (41.2) 

Capital  4,239        2,875        2,595        2,776   (24.5) 

Total  Expenditures  $847,723     $874,014     $631,394     $627,864   (26.9) 

All  programs  requested  by  the  cooperative  extension  service  are  re- 
commended exceot  saline  seep.   The  department  of  lands  has  not  requested 
continued  funding  for  the  saline  seep  program.   The  following  programs 
were  not  requested  due  to  discontinued  funds  or  changing  the  agency  to 
handle  the  services:   the  KEEP  program;  the  area  community  development 
agent  program;  and  the  bureau  of  Indian  affairs  program. 

Personnel  raises  are  recommended  to  be  the  same  as  other  state 
employees.   Operating  and  capital  expenditures  are  funded  as  requested. 

Funds  are  available  from  special  interest  groups,  federal  funds 
earmarked  for  specific  activities  and  the  state  fertilizer  tax. 
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MONTANA  UNIVERSITY  SYSTEM 

Board  of  Regents 

Fiscal 

1979    Biennium 

FTE     General  Fund    Other  Funds   Total  Funds 

Executive  Budget  $2,850,000      $55,530      $2,905,530 

LFA  Recommendation  -0-  28,290  28,290 

Executive  over  (under)  LFA  $2,850,000      $27,240      $2,877,240 

The  major  difference  is  that  the  executive  recommends  a  regents' 
discretionary  fund  of  $2,850,000  for  the  biennium.   The  executive 
recommends  the  regents'  budget  as  requested  while  we  recommend  indirect 
and  office  expenses  be  budgeted  through  the  office  of  commissioner  of 
higher  education. 
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MONTANA  UNIVERSITY  SYSTEM 
Board  of  Regents 


Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 


Fund  Source 


General  Fund  $240,000     $240,000 

General  Fund -Discretionary     68,600 

Other  Funds-Appropriated       16,214       17,353     $14,145     $14,145   (15.7) 

Total  Funds  $324,814     $257,353     $14,145     $14,145   (95.1) 

Expenditures  By  Object 

Personal  Services  $  4,027     $  4,500     $  4,025     $  4,025    (5.6) 

Operating  Expenses  80,787       12,853      10,120      10,120   (78.4) 

Total  Operating  Costs      $  84,814     $  17,353     $14,145     $14,145   (72.3) 
Non-Operating  Costs         240,000      240,000 

Total  Expenditures  $324,814     $257,353     $14,145     $14,145   (95.1) 

The  recommended  regents'  budget  for  the  1979  biennium  includes  only 
direct  costs  incurred  by  the  regents.  Overhead  and  operational  expenses 
are  provided  in  the  budget  of  the  commissioner  of  higher  education. 

Per  diem  is  recommended  for  23  meeting  days  a  year  for  every  regent 
member.   The  1976  number  of  long  distance  phone  calls  and  amount  of 
travel  was  budgeted  for  each  year  in  the  1979  biennium.   Subscriptions 
to  the  Chronicle  of  Higher  Education  and  the  Kaimin,  registration  fees 
for  two  out-of-state  meetings  and  dues  for  two  higher  education  govern- 
ing organizations  are  recommended.   The  dues  are  an  expansion  above  the 
1976  level. 
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The  $68,600  general  fund  spent  in  fiscal  1976  paid  contract  auditors 
for  UM,  NMC,  WMC,  and  MCMST.   The  $240,000  per  year  was  for  an  Indian 
teacher  training  program.   Continuation  of  these  funds  was  not  requested. 
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MONTANA  UNIVERSITY  SYSTEM 

Colleges  and  Universities 
Current  Unrestricted  Operating  Account 

Fiscal 

1979     Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget-Regents 

Discretionary  $  2,850,000  $   2,850,000 

Executive  Budget-6  Units  69,028,417  114,400,357 

Total  Executive  Budget  2,840.56   $71,878,417     $45,371,940   $117,250,357 

LFA  Recommendation  2,757.08   59,834,877     47,377,045    107,211,922 

Executive  over  (under)  LFA  83.48   $12,043,540    $(2,005,105)   $10,038,435 

There  are  four  major  differences  between  the  executive  and  our 
r ecommendat  ion . 

1.   We  recommend  the  universities'  operating  expenses  increase 
seven  percent  from  fiscal  1976  to  1978  (the  same  as  other  state  agencies 
with  similar  costs) .   The  executive  recommends  operating  costs  requested 
by  the  regents  which  would  result  in  operating  cost  increases  as  follows: 

%  Increase  of  Current  Level 
Operating  Expenses  From 
Unit  Fiscal  1976  to  Fiscal  1978 

UM  21 

MSU  28 

EMC  14 

MCMST  49 

WMC  28 

NMC  31 

Average  29 

If  the  regents'  discretionary  fund  were  allocated  to  operating 
expenses,  the  units  could  realize  an  overall  operating  cost  increase 
of  42  percent  between  fiscal  1976  and  fiscal  1978. 
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2.  We  recommend  that  numbers  of  faculty  budgeted  for  each  unit 
be  based  on  a  student-faculty  ratio  similar  to  those  zt   comparable  in- 
stitutions.  Our  recommendation  for  average  faculty  salaries  would  give 
faculty  the  same  percentage  raises  as  other  state  employees.   Other 
staff  were  recommended  to  be  continued  at  the  fiscal  1976  current  level. 
The  executive  recommends  all  staff  and  faculty  be  continued  at  each 
unit's  fiscal  1977  budgeted  level  with  salary  raises  approximately 
equal  to  other  state  employees. 

3.  We  recommend  current  level  programs  while  the  executive 
recommends  the  following  expansions. 


UM 

MSU 

$101,400 

EMC 

MCMST 
WMC 

59,656 

NMC 

Purpose 

Unit 
Unit  Administration  Equipment   Library    T.V.     Computer   Instruction     Total 

$244,000   $500,000  $303,443  $1,047,443 

200,000  $158,797        460,197 

$571, 6C0  571,600 

59,656 

155,112  155,112 

140,000  ______ 140,000 

Total    $161,056     $584,000  $500,000  $458,555   $571,600   $158,797     $2,434,008 

1.  Part  of  the  cost  will  be  to  hook  up  a  computer  link  to  UM. 

4.    Millage  revenue  is  the  major  difference  in  other  funds  re- 
commended.  The  executive  used  the  regents'  millage  estimate  while  we 
used  the  department  of  revenue's  estimate.   For  other  millage  estimates 
which  impact  on  the  state  general  fund  both  the  executive  and  our  office 
used  department  of  revenue  figures. 
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MONTANA  UNIVERSITY  SYSTEM 

Colleges  and  Universities 
Current  Unrestricted  Operating  Account 


FTE 


Actual 

Fiscal 

1976 

2,739.31 


Appropriated 

Fiscal 

1977 

2,825.50 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


7,  Change 
Biennium 
1977  -  79 


2,717.44 


2,757.08 


$25,191,948 
1,307,414 


23,550,628 
$50,049,990 


$31,336,998   $28,802,570  $28,886,783 
1,315,641 

841,166  1,304,358 

614,757  921,443 

21,856,927   22,388,746  23,452,099 


$54,509,566   $52,647,239  $54,564,683    2.5 

1,400,000 

2,434,811  


$3,834,811 


$50,049,990   $50,674,755   $52,647,239  $54,564,683    6.4 


Fund  Source 

2 
General  Fund 

Regents-General  Fund 

Cont  ingency-G . F . 

Contingency-Other  Funds 

Other  Funds 

Total  Funds 

Reversion-Carryover 

-Indirect  Cjst 

Total  Potential  Reversion 

Revised  Funds  Available 

Expenditures  By  Program 

WAMI 

Instruction 
Organized  Research 
Public  Service 
Academic  Support 
Student  Services 
Institutional  Support 
Operation  &  Maintenance 
Scholarships  &  Fellowships 

Total  Expenditures 

1.  Funds  which  should  have  reverted  to  the  general  fund  under  provisions  of  the 
1975  biennium  appropriation  bill.   Indirect  cogL  received  above  $983,000  for 
the  1977  biennium  was  to  be  deposited  in  the  general  fund  as  specified  in 
H.B.  271,  1975  sejsion. 

2.  General  fund  appropriated  to  the  university  system  totaled  $75,520,674  for  the 
1977  biennium.   However,  the  regents'  budget  request  shows  only  $74,850,799 

in  the  1977  biennium  or  $669,875  less  than  the  appropriation.   As  no  accurate 
financial  records  have  been  made  available  for  the  university  system,  our  report 
recorded  general  fund  in  fiscal  1976  and  1977  according  to  the  regents'  budget 
request . 


2.1 


1.0 


235,712 

234,174 

222,429 

226,810 

(4.4) 

28,070,173 

30,644,397 

29,772,609 

31,052,271 

3.6 

859,272 

770,876 

785,080 

804,357 

(2.5) 

298,783 

116,736 

324,161 

332,344 

58.0 

5,904,488 

6,466,448 

6,426,300 

6,622,558 

5.5 

3,353,293 

3,770,854 

3,637,984 

3,730,147 

3.4 

4,247,972 

4,647,444 

4,644,026 

4,768,981 

5.8 

5,690,227 

6,245,278 

6,152,709 

6,324,224 

4.5 

1,390,070 

1,613,359 
$54,509,566 

681,941 

702,991 
$54,564,683 

(53.9) 

$50,049,990 

$52,647,239 

2.5 
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Actual  Appropriated  LFA  Recommended 

Fiscal  Fiscal  Fiscal  Fiscal 

University  of  Montana  1976  1977  1978  1979 

Instruction  $10,846,395  $11,986,825  $10,122,936  $10,504,779 

Organized  Research  377,586  343,808  ^09,811  420,128 

Public  Service  220,831  56,476  239,544  245,572 

Academic  Support  2,481,498  2,732,376  2,699,005  2,781,890 

Student  Services  1,210,043  1,272,218  1,3:0, 768  1,344,248 

Institutional  Support  1,452,712  1,538,769  1, 1*76,478  1,616,052 

Operation  &  Maintenance  1,901,264  2,024,081  2,051,348  2,107,861 

Scholarships  &  Fellowships  475,827  525,000  238,776  243,180 

Subtotal  $18,966,156  $20,479,553  $18,848,666  $19,263,710 

General  Funds  9,252,229  11,098,595  10,558,436  10,626,710 

Regents'  General  Fund  1,171,683  1,057,282  -0-  -0- 

Other  Funds  8,542,244  8,323,676  8,290,230  8,637,000 

Subtotal  $18,966,156  $20,479,553  $18,8^8,666  $19,263,710 

Contingency  Enrollment 

Reserve  -0-  -0-  336,^99  504,882 

Total  $18,966,156  $20,479,553  $19,185,165  $19,768,592 
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Actual 

Appropriated 

LFA  Recommended 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Montana  State  University 

1976 

$    235,712 

1977 

1978 
$    222,429 

1979 

WAMI 

$    234,174 

$   226,810 

Instruction 

11,057,004 

11,774,525 

11,620,763 

11,837  489 

Organized  Research 

347,011 

427,068 

375,269 

384,229 

Public  Service 

43,619 

32,533 

47,454 

48,589 

Academic  Support 

2,383,208 

2,514,672 

2,510,560 

2,588,165 

Student  Services 

1,252,754 

1,506,961 

1,360,370 

1,395,175 

Institutional  Support 

1,327,331 

1,529,358 

1,440,310 

1,482,132 

Operation  &  Maintenance 

1,815,405 

2,051,368 

1,941,270 

1,999,231 

Scholarships  &  Fellowships 

442,421 

550,000 

213,244 

217,784 

Subtotal 

$18,904,465 

$20,620,659 

$19,731,669 

$20,179,604 

General  Fund 

8,858,071 

11,426,302 

10,815,192 

10,801,658 

Regents'  General  Fund 

-0- 

-0- 

-0- 

-0- 

Other  Funds 

10,046,394 

9,194,357 

8,916,477 

9,377,946 

Subtotal 


$18,904,465   $20,620,659   $19,731,669  $20,179,604 


Contingency  Enrollment 
Reserve 


-0- 


-0- 


423,337 


630,101 


Total 


$18,904,465   $20,620,659  $20,155,006   $20,809,705 
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Actual 

Appropriated 

LFA  Rec 

ommended 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Eastern  Montana  College 

1976 
$3,052,873 

1977 

1978 
$2,854,402 

1979 

Instruction 

$3,381,256 

$2,904,200 

Organized  Research 

-0- 

-0- 

-0- 

-0- 

Public  Service 

1,434 

1,503 

1,577 

1,672 

Academic  Support 

546,186 

610,089 

594,347 

612,450 

Student  Services 

444,141 

464,589 

482,107 

494,079 

Institutional  Support 

714,353 

695,193 

772,877 

793,466 

Operation  &  Maintenance 

825,713 

911,365 

895,764 

919,449 

Scholarships  &  Fellowships 

267,904 

298,432 

154,375 

161,871 

Subtotal 

$5,852,604 

$6,362,427 

$5,755,449 

$5,887,187 

General  Fund 

3,455,298 

3,872,853 

3,097,025 

3,094,328 

Regents'  General  Fund 

36,495 

231,628 

-0- 

-0- 

Other  Funds 

2,360,811 

2,257,946 

2,658,424 

2,792,859 

Subtotal 

$5,852,604 

$6,362,427 

$5,755,449 

$5,887,187 

Contingency  Enrollment 

Reserve 

-0- 

-0- 

319,716 
$6,075,165 

485,061 

Total 

$5,852,604 

$6,362,427 

$6,372,248 

Ot*. 
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Actual 

Appropriated 

LFA  Recommended 

Montana  College  of  Mineral 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Science  &  Technology 

1976 

$   972, 419 

1977 

1978 

$1  ,175,219 

1979 

Instruction 

$1,159,053 

$1,195,603 

Organized  Research 

134,675 

-0- 

-0- 

-0- 

Public  Service 

-0- 

-0- 

-0- 

-0- 

Academic  Support 

133,980 

201,924 

230,895 

237,130 

Student  Services 

141,419 

176,717 

153,484 

157,285 

Institutional  Support 

334,057 

407,724 

398,866 

410,545 

Operation  &  Maintenance 

410,697 

464,657 

465,439 

477,706 

Scholarships  &  Fellowships 

56,425 

58,000 

23,614 

25,580 

Subtotal 

$2,183,672 

$2,468,075 

$2,447,517 

$2,503,849 

General  Fund 

1,189,500 

1,429,903 

1,422,499 

1,437,678 

Regents'  General  Fund 

86,394 

121,914 

-0- 

-0- 

Other  Funds 

907,778 

916,258 

1,025,018 

1,066,171 

Subtotal 

$2,183,672 

$2,468,075 

$2,447,517 

$2,503,849 

Contingency  Enrollment 

Reserve 

-0- 

-0- 

178,858 
$2,626,375 

279,378 

Total 

$2,183,672 

$2,468,075 

$2,783,227 
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Western  Montana  College 


Actual    Appropriated      LFA  Recommended 
Fiscal       Fiscal       Fiscal       Fiscal 
1976         1977         1978         1979 


Instruction  $   784,409  $   792,594  $  860,388  $  875,276 

Organized  Research  -0-  -0- 

Public  Service  -0-  -0-  -0-  -0- 

Academic  Support  113,325  165,234  123,358  127,201 

Student  Services  145,150  163,915  157,559  161,463 

Institutional  Support  128,400  173,564  339,625  142,993 

Operation  &  Maintenance  360,662  369,511  390,742  401,293 

Scholarships  &  Maintenance  41,832  36,450   20,792   21,344 

Subtotal  $1,573,778  $1,701,268  $1,692,464  $1,729,570 

General  Fund  1,207,292  1,329,955  1,138,708  1,146,180 

Regents'  General  Fund  (80,783)  (32,010)  -0-  -0- 

Other  Funds  447,269  403,323   553,756   583,390 

Subtotal  $1,573,778  $1,701,268  $1,692,464  $1,729,570 


Contingency  Enrollment 
Reserve 


-0-         -0-  20,959       42,375 


Total  $1,573,778   $1,701,268   $1,713,423   $1,771,945 
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Actual 

Appropriated 

LFA  Reci 

ammended 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

Northern  Montana  College 

1976 
$1,357,073 

1977 

1978 
$1,482,978 

1979 

Instruction 

$1,550,144 

$1,509,123 

Organized  Research 

-0- 

-0- 

-0- 

-0- 

Public  Service 

32,899 

26,224 

35,586 

36,5xi 

Academic  Support 

246,291 

242,153 

268,135 

275,722 

Student  Services 

159,786 

186,454 

173,696 

177,897 

Institutional  Support 

291,119 

302,836 

315,870 

323,793 

Operations  &  Maintenance 

376,486 

424,296 

408,146 

418,684 

Scholarships  &  Fellovrships 

105,661 

145,477 

31,140 

33,232 

Subtotal 

$2,569,315 

$2,877,584 

$2,715,551 

$2,774,962 

General  Fund 

1,229,558 

2,179,390 

1,770,710 

1,780,229 

Regents'  General  Funr. 

93,625 

(63,173) 

-0- 

-0- 

Other  Funds 

1,246,132 

761,367 

944,841 

994,733 

Subtotal 

$2,569,315 

$2,877,584 

$2,715,551 

$2,774,962 

Contingency  Enrollment 

Reserve 

-0- 

-0- 

176,554 
$2,892,105 

284,004 

Total 

$2,569,315 

$2,877,584 

$3,058,966 
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Summary  of  the  Six  Units'  Requests 

The  six  units  are  requesting  $138,331,313  in  total  expenditure 
authority  for  the  1979  biennium.  This  request  is  $42,264,239  or  44 
percent  above  the  1977  biennium  appropriation. 

Major  items  contributing  to  the  increase  requested  include: 

1.  Faculty  raises  averaging  13.6  percent  in  fiscal  1978  and  eight 
percent  in  fiscal  1979; 

2.  More  faculty  than  the  1975  legislative  guidelines  for  number 
of  students  per  faculty  member  would  generate; 

3.  Contract  professional  and  administrator  salary  increases  of 
ten  percent  in  fiscal  1978  and  7%  percent  in  fiscal  1979; 

4.  Classified  personnel  salary  raises  of  7*2  percent  each  year  of 
the  biennium; 

5.  A  $30  per  month  increase  in  state  contribution  to  health 
insurance; 

6.  Higher  inflation  guidelines  for  operating  costs  than  used  for 
other  state  agencies; 

7.  An  operating  base  upon  which  to  apply  inflation  factors  that 
has  increased  significantly  beyond  that  provided  by  the  1975  legislature. 

Budget  Amendments 

The  board  of  regents  were  appropriated  $4  million  of  general  fund 
which  was  to  be  distributed  to  the  university  system  at  the  regents' 
discret  ion . 

The  money  was  distributed  as  shown  in  Table  1. 
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Table  1.   Distribution  of  the  Regents' 
$4  Million  Discretionary  Account 


Agency 

Board   of   RegeTit.s 

Commissioner's  Office 

WICHE 

UM 

MSU 

MCMST 

EMC 

WMC 

NMC 

Community  Colleges 

Agricultural  Experiment  Station 


Uncommitted  Funds 
Total  For  1977  Biennium 


Fiscal 
1976 


Fiscal 
1977 


Total 
1977 
Biennium 


$   68,600 

$   68,600 

$  440,519 

478,330 

918,849 

38,172 

125,950 

164,122 

1,171,683 

1,057,282 

2,228,965 

-0- 

-0- 

-0- 

86,394 

121,914 

208,308 

36,495 

231,628 

268,123 

(80,783) 

(32,010) 

(112,793) 

93,625 

(63,173) 

30,452 

100,000 

100,000 

100,000 

100,000 

$1,886,105   $2,088,521    $3,974,626 

25,374 

$4,000,000 


The  figures  above  illustrate  that  the  six  units  received  $2,623,055 
of  the  $4  million  allocation.   Fiscal  1977  budget  amendments  have  not 
been  submitted  by  the  commissioner's  office. 

The  university  units  are  budgeted  to  spend  $104,559,556  in  current 
unrestricted  operations  during  the  1977  biennium.   This  amount  is 
$8,492,482  more  or  a  8.8  percent  budget  increase  above  the  appropriation. 
Table  2  shows  the  expenditure  increase  by  unit. 
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Table  2.   Comparison  of  University  Unit  Expenditures  With 
Appropriations  Before  Discretionary  Fund  Allocation 


1976 

1976 

% 

1977 

1977 

% 

Appropriated 

Spent 

Change 

Appropriated 

Budget 

Change 

UM 

$17,310,883 

$18,966,156 

9.6 

$18,426,659 

$20,479,553 

11.1 

MSU 

16,651,122 

18,904,465 

13.5 

17,616,151 

20,620,659 

17.1 

EMC 

5,362,086 

5,852,604 

9.1 

5,627,367 

6,362,427 

13.1 

MCMST 

2,025,723 

2,183,672 

7.8 

2,120,278 

2,468,075 

16.4 

WMC 

1,591,590 

1,573,778 

(l.D 

1,671,28+ 

1,701,268 

1.8 

NMC 

2,443,384 

2,569,315 

5.2 

2,597,492 

2,877,584 

10.8 

Total   $45,384,788   $50,049,990   10.3   $48,059,231   $54,509,566    13.4 

Spent  and  budgeted  1977  biennium  $104,559,5561 

Appropriated  1977  biennium  93  ,444,019-^ 

Expenditures  over  specific  appropriations  $11,115,537 

Discretionary  funds  2,623,055 

Expenditures  and  budget  over  all  appropriations        $8,492,482 

1.  The  units  were  appropriated  an  additional  $1,171,521  as  current  un- 
restricted funds.   The  units  have  not  counted  these  finds  as  current 
unrestricted  funds.   To  make  the  calculations  comparable,  these  funds 
are  removed  from  all  figures  in  the  report. 


The  $8.5  million  was  available  from  fiscal  1975  funds  carried  into 
the  1977  biennium,  student  fees,  indirect  costs,  and  miscellaneous  in- 
come . 

The  appropriation  bill  provides  that  all  available  funds  be  ex- 
pended before  general  fund  and  that  at  the  close  of  a  biennium  all 
unspent  general  fund  will  revert  to  the  state  genera1,  fund.   After  a 
discussion  with  the  legislative  finance  committee  in  June  1976,  the 
regents  voted  to  revert  $1.4  million  of  student  fees  that  were  unspent 
in  the  previous  biennium.   However,  the  university  svstem  has  budgeted 
the  $1.4  million  carryover  for  expenditure  in  fiscal  1977. 
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H.B.  271  requires  indirect  cost  reimbursements  above  $983,000  be 
deposited  to  the  general  fund.   Approximately  $2.4  million  was  collected 
over  the  $983,000  limit.   Of  this  amount,  about  $1.3  million  supports 
research  administration  costs  that  are  counted  for  the  first  time  as 
university  costs.   As  such,  these  costs  appear  justified.   To  be  in 
accord  with  the  provisions  of  the  appropriation  bill,  the  universities 
should  revert  the  $2-4  million  indirect  cost  and  seek  a  legislative  sup- 
plemental appropriation  for  the  justified  costs. 

Table  3  shows  the  individual  units'  1977  biennium  budget  increases 
from  the  1975  biennium. 


Table  3.   Budget  Increase  of  University  Units 
From  the  1975  to  the  1977  Biennium 


Unit 

1975  Biennium 

1977  Biennium 

%  Change 

UM 

$31,343,243 

$39,445,709 

25.85 

MSU 

28,826,642 

39,525,124 

37.11 

EMC 

8,908,168 

12,215,031 

37.12 

MCMST 

3,374,944 

4,651,747 

37.83 

WMC 

2,594,394 

3,275,046 

26.24 

NMC 

4,358,433 

5,446,899 

24.97 

Total      $79,405,824         $104,559,556  31.68 

1.   Regents'  base  presented  to  1975  legislature. 

Current  Level 

Operating  Base  -  For  other  state  agencies  the  fiscal  1976  actual 
expenditures  excluding  budget  amendments  were  calculated  as  the  current 
operating  level.   The  university  system  has  not  presented  fiscal  1976 
financial  records  which  would  separate  budget  amendment  expenditures 
from  appropriated  expenditures.   There  are  four  fiscal  1976  operating 
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levels  which  could  be  used  as  the  universities'  operational  base  on 
which  to  calculate  justified  cost  increases. 

Option  A  would  use  total  university  spending  authority  appropriated 
and  budget  amended  by  the  regents  as  the  base.   Since  most  agencies 
spent  significantly  less  than  total  spending  authority  would  allow,  we 
do  not  recommend  this  option. 

Option  B  would  use  actual  expenditures  for  all  appropriated  and 
budget  amended  funds  as  the  base.  Using  this  operational  level  con- 
tinues the  higher  expenditure  levels  approved  by  budget  amendments. 

Option  C  would  use  the  original  operating  budget  plus  ongoing 
budget  amendments  related  to  university  reorganizations  as  the  base. 
Some  reorganization  was  done  to  standardize  accounting  among  the  units 
and  separate  university  foundation  money  from  state  funds.   This  base 
relates  only  to  budgeted  figures  not  actual  costs.   Program  distribution 
of  expenditures  is  very  difficult  to  establish.   We  would  have  the  same 
objections  to  the  use  of  this  base  as  with  option  A. 

Option  D  would  use  the  appropriation  to  each  unit  plus  the  $4 
million  regents'  discretionary  funds  allocated  among  the  units.   Because 
of  the  many  reallocations  of  the  appropriated  spending  authority,  use  of 
this  option  would  project  expenditures  from  a  fictitious  base. 
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Table  4  shows  the  magnitude  of  differences  between  each  option. 

Table  4.   Fiscal  1976  Current  Level 
For  the  Six  University  Units 

Ongoing  Base 
Under  Each  Option 

Option  A  -  Total  Spending  Authority  $50,795,184 

Option  B  -  Actual  Expenditures  50,049,990 

Option  C  -  Appropriated  Funds  Plus  Reorganization 

Budget  Amendments  48,651,636 

Option  D  -  Specific  Unit  Approp.  Plus  the 

Original  Discretionary  Fund  Allocation  47,607,522 

Option  B  is  recommended  as  the  university  current  level  base  except 
for  $500,000  spent  for  equipment  at  MSU.   Since  the  regents  specifically 
noted  the  $500,000  capital  budget  amendment  was  non-recurring,  these 
funds  are  recommended  to  be  removed  from  the  ongoing  base. 

Option  B  results  in  approximately  $1.5  million  more  recommended 
appropriations  than  option  C  over  the  1979  biennium  and  gives  the 
universities  a  higher  current  level  operating  base  than  other  state 
agencies. 

Salary  -  Salaries  excluding  faculty  and  graduate  teaching  assistants 
are  recommended  to  be  increased  from  fiscal  1976  to  fiscal  1977  by  the 
average  raise  (step  .0235  +  cost  of  living  .0406  =  .0641)  appropriated 
under  the  state  classification  and  pay  plan.   For  fiscal  1978  and  fiscal 
1979  a  "one-step"  increase  is  included.   Cost  of  living  raises  allocated 
by  the  legislature  would  need  to  be  added. 

Operations  -  Operating   expenditures  are  recommended  to  be  in- 
creased seven  percent  from  fiscal  1976  to  fiscal  1978  and  three  percent 
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em 


from  fiscal  1978  to  fiscal  1979.   Because  of  budget  aggregation,  individual 
inflation  guidelines  could  not  be  specifically  applied.   The  inflation 
rates  used  are  the  same  as  used  for  other  state  agencies  having  utilities, 
plant  maintenance,  groceries,  and  printing  costs. 

Capital  -  Capital  expenditures  are  recommended  to  increase  ten 
percent  from  fiscal  1976  to  fiscal  1978  and  six  percent  to  fiscal  1979. 

Faculty  Salaries  and  Student-Faculty  Ratios 

The  most  crucial  variables  in  calculating  a  recommended  university 
budget  are  the  "student-faculty  ratio"  and  the  average  faculty  salary. 
The  student-faculty  ratio  determines  the  number  of  faculty  given  a  pro- 
jected enrollment.   In  making  recommendations  to  the  last  legislative 
session,  we  presented  the  ratios  funded  at  six  comparably-sized 
schools  in  the  rocky  mountain  region.   We  also  compared  average  salaries 
in  Montana  schools  with  similar  schools  in  the  region.   We  found  that 
while  Montana  faculty  were  relatively  underpaid  in  comparison  to  similar 
schools,  there  were  larger  numbers  of  Montana  faculty  for  a  given  en- 
rollment than  was  generally  found  elsewhere.   This  would  seem  to  reflect 
a  management  decision  on  the  part  of  the  university  system.   With  a  given 
amount  of  faculty  salary  dollars  the  choice  has  been  to  have  larger 
numbers  of  faculty  at  somewhat  lower  salary.   Clearly  the  regents  have 
the  authority  to  raise  salaries  by  reducing  or  limiting  the  increase 
in  faculty  numbers. 
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Average  Salary 

The  university  system  has  based  its  salary  request  on  the  average 
faculty  salaries  shown  in  Table  5  .   The  data  show  that  the  1975  legis- 
lative salary  guideline  is  $584  or  3.4  percent  below  the  average  of 
the  states  shown. 


Table  5.   Category  I  Comparable  Average  Faculty 
Salaries  for  Fiscal  1976 

1975-76  Average  Faculty  Salary  (AY) 

University  of  Nevada  -  Reno  $18,148 

University  of  Wyoming  17,836 

University  of  Nevada  -  Las  Vegas  17,406 

New  Mexico  State  University  17,065 

Utah  State  University  16,812 

University  of  Idaho  16,708 

University  of  North  Dakota  16,335 

University  of  South  Dakota  15,342 

Composite  Average  (1975-76)  16,956 

University  of  Montana  -  legislative  guideline  16,372 

Montana  State  University  -  legislative  guideline  16,372 


Since  the  university  system  is  requesting  higher  pay  raises  for 
faculty  than  we  are  including  for  comparably-paid  state  employees,  we 
surveyed  the  same  states  used  for  faculty  comparisons  to  determine 
the  relative  Montana  salaries  for  those  jobs.   Our  conclusion  is 
that  for  positions  within  the  general  salary  range  of  university  faculty, 
Montana  pays  3.9  percent  below  the  average  of  these  rural,  western  states, 


£>3*I 


Page  18  -  University  System 


Secretary  of  Agriculture 

Insurance  Commissioner 

Secretary  of  Banking 

Superintendent  Correctional 
Institution 

State  Parks  Director 

Materials  Engineer  VI 

Animal  Industry  Director 

Director  Sanitary  Engineer 

State  Librarian 

Civil  Engineer 

Purchasing  Director 

Chief  Budget  Analyst 

State  Police  Major 

Director  Civil  Defense 

Electronic  Data  Processing 
Manager 

Rehabilitation  Supervisor  III 

Employment  Security  Manager  IV     6.0% 

-  3.9% 


onal*  Salary 

Comparisons 

Montana  Is 

Montana  (Under) 

(+)  (-) 

Over  Region 

-0- 

Equal 

-  13.0% 

$(2,600) 

-  11.4% 

(2,500) 

+  6.6% 

1,600 

-  1.0% 

(200) 

-  16.4% 

(3,500) 

+  12.2% 

2,800 

-0- 

Equal 

-  7.4% 

(1,600) 

+  6.3% 

1,500 

-  10.9% 

(2,100) 

-  2.0% 

(500) 

-  16.7% 

(3,000) 

-  4.0% 

(800) 

+  5.4% 

1,200 

-  8.4% 

(1,400) 

J     -  6.0% 

(1,100) 

$(718) 


*  Region:   Nevada,  Wyoming,  North  Dakota,  South  Dakota,  Idaho,  Utah 
New  Mexico 

Source:   Hay  Associates,  Inc.,  1977  State  Government  Salary  Survey. 
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Based  on  these  findings,  we  would  suggest  that  a  uniform  policy  be 
determined  for  granting  pay  raises  to  middle  and  upper  management  em- 
ployees including  university  faculty.   The  calculations  presented  in 
this  report  assume  that  faculty  would  receive  the  same  pay  increases  as 
other  comparably  paid  employees. 

University  units  are  divided  into  groups  for  analytical  purposes  by 
the  American  Association  of  University  Professors  (AAUP) .   Category  I 
includes  institutions  offering  doctoral  programs  which  conferred,  in  the 
most  recent  three  years,  an  annual  average  of  fifteen  or  more  earned 
doctorates  covering  a  minimum  of  three  non-related  fields  (UM,  MSU  and 
MCMST-engineering) . 

Category  IIA  includes  institutions  awarding  degrees  above  the 
baccalaureate,  but  not  included  in  category  I  (EMC,  WMC,  NMC  and  MCMST) . 

The  average  salary  paid  to  faculty  in  category  IIA  schools  is 
lower.   This  does  not  mean  that  a  faculty  member  with  the  same  qualifi- 
cations is  paid  less  at  a  category  IIA  school.   Rather,  the  lower 
average  reflects  the  fact  that  category  IIA  schools  generally  have  fewer 
faculty  at  the  professor  level  and  more  in  the  instructor  position  than 
category  I.   Table  7  shows  staffing  patterns  in  category  I  schools. 
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Table  7.   Staffing  Patterns  In  Category  I  Institutions 

Rank  Rocky  Mountain1        1977  UM2         1977  MSU 

32.1% 
31.1 
30.5 
6.3 


Professor 

36% 

Associate  Professor 

29 

Assistant  Professor 

28 

Instructor 

7 

197; 

'  UM2 

35. 

1% 

26. 

4 

32. 

9 

5. 

6 

Rocky  Mountain 

1977  EMC2 

MCMST3 

WMC 

NMC 

18% 

27.5% 

25.1% 

21.6% 

24.0% 

27 

28.1 

47.8 

15.4 

38.2 

40 

34.8 

19.3 

53.1 

15.6 

15 

9.6 

7.8 

9.9 

22.2 

Total  100%  100.0%  100.0% 

Table  8  shows  staffing  patterns  in  category  IIA  schools. 

Table  8.   Staffing  Patterns  in  Category  IIA  Institutions 

Rank 

Professor 

Associate  Professor 
Assistant  Professor 
Instructor 

Total  100%         100.0%     100.0%   100.0%  100.0% 

The  average  salary  for  faculty  in  category  IIA  schools  is  86  percent 

of  the  average  salary  in  category  I  schools  on  a  regional  basis.   Table  8 

shows  that  category  IIA  units  in  Montana  have  more  top  staffing  than  the 

rocky  mountain  region.   In  view  of  this  richer  staffing  pattern,  the 

regents  requested  of  the  1975  legislature  that  category  IIA's  average 

salary  be  90  percent  of  category  I.   Our  office  concurred  at  that  time 

that  90  percent  would  be  reasonable  for  bringing  positions  in  category 

IIA  to  an  equitable  salary. 


1.  Source:   Montana  Commission  on  Post  Secondary  Education  -  Faculty 
Compensation  in  the  Montana  Univeristy  System  -  A  regional  analysis. 

2.  Source:   Montana  University  System  -  A  regional  analysis.   State 
Board  of  Regents  Budgetary  and  Fee  Data,  September  13,  1976. 

3.  MCMST  is  figured  as  1/3  category  I  and  2/3  category  IIA. 
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Our  salary  recommendations  are  based  on  legislative  guidelines  with 
the  same  allowances  for  pay  increases  as  for  other  similarly-paid  em- 
ployees.  As  discussed  further  in  the  report,  the  regents  may  choose  to 
authorize  different  pay  levels  than  the  guidelines  suggest  by  changing 
the  student-faculty  ratios. 


Table  9.   Actual,  Legislative  Guideline,  and  Recommended 
Academic  Year  Average  Salary 


Actual 

1977 

Salary 

UM 

$17,027 

MSU 

17,233 

MCMST 

17,814 

EMC 

16,451 

WMC 

15,390 

NMC 

15,349 

Legislative 
Guideline 
1977 
Salary 

$17,313 
17,313 
16,159 
15,582 
15,582 
15,582 


1978 

$17,559 
17,559 
16,388 
15,803 
15,803 
15,803 


-Recommended- 


1979 

$17,825 
17,825 
16,637 
16,043 
16,043 
16,043 


Faculty  members  who  teach  full  time  in  the  summer  generally  receive 
an  additional  22  percent  of  the  academic  year  salary. 

Student-Faculty  Ratio  (S/F) 

Table  10  compares  the  number  of  students  per  faculty  member  actually 
experienced  in  the  197  6  academic  year  with  the  1977  budget  and  the 
guidelines  established  by  the  1975  legislature. 
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Table  10.   Actual  Student-Faculty  Ratio  in 
Comparison  to  Legislative  Student-Faculty  Guidelines 


Actual 

Budget 

1975 

Fiscal 

Fiscal 

Legislative 

1976 

1977 

Guideline 

17.7:1 

17.3:1 

20:1 

19.3:1 

18.8:1 

20:1 

20.3:1 

21.0:1 

19:1 

18.3:1 

18.9:1 

14:1 

17.0:1 

17.6:1 

16:1 

16.5:1 

15.2:1 

16:1 

Unit 

UM 

MSU 

EMC 

MCMST 

WMC 

NMC 


The  figures  illustrate  that  the  two  larger  schools  generally  had 
more  faculty  than  provided  in  the  guidelines.   The  smaller  schools 
generally  had  fewer  faculty  than  the  guidelines  provided. 

Table  11  illustrates  the  differences  in  student-faculty  ratios  and 
faculty  salaries  from  legislative  guidelines. 


Table  11.   1977  Guideline  Salary  and  Student-Faculty  Ratio 
Versus  Actual  1977  Salary  and  Student-Faculty  Ratio 

Guideline       Actual  Budgeted 

1977           1977  Guideline         1977 

Unit           Salary — Student-Faculty  Ratio — 

UM            $17,313        $17,027  20:1           17.3:1 

MSU            17,313         17,233  20:1           18.8:1 

MCMST          16,159         17,814  14:1           18.9:1 

EMC             15,582         16,451  19:1            21.0:1 

WMC            15,582         15,390  16:1           17.6:1 

NMC            15,582         15,349  16:1           15.2:1 


With  one  exception  (WMC)  the  actual  student-faculty  ratios  are 
correlated  to  the  difference  in  salaries  paid  and  the  guidelines.   That 
is,  UM  paid  lower  salaries  and  had  more  teachers  than  the  guidelines 
provided.   Conversely  EMC  paid  higher  salaries  and  had  fewer  teachers. 
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WMC  had  both  lower  salaries  and  fewer  teachers  due  to  a  reallocation  of 
funds  by  the  regents. 

Table  12   illustrates  the  student-faculty  ratios  in  the  same  schools 
as  the  regents  used  in  developing  requested  average  salaries  for  Montana 
faculty. 

Table  12.   Other  University  Student-Faculty  Ratios 
Not  Including  Graduate  Assistants 


Student  Faculty  Ratio 


Unit 


1976 

1977 

19.9:1 

19.7:1 

N/A 

N/A 

19.6:1 

20.2:1 

24.1:1 

21.7:1 

22.1:1 

21.5:1 

20.0:1 

N/A 

19.1:1 

19.1:1 

17.5:1 

17.5:1 

University  of  Nevada  -  Reno 
University  of  Wyoming 
University  of  Nevada  -  Las  Vegas 
New  Mexico  State  University 
Utah  State  University 
University  of  Idaho,  fall  &  spring 
University  of  North  Dakota 
University  of  South  Dakota 

Average  20.3:1  20.0:1 


These  figures  indicate  that  a  student-faculty  ratio  of  20:1  at  the 
larger  schools  would  be  reasonable  based  on  similar  schools  chosen  by 
the  regents  for  comparison. 

Our  recommendations  for  the  larger  schools  are  based  on  the  average 
of  the  similar  schools.   At  MCMST,  the  student-faculty  ratio  was  raised 
to  18.9  and  higher  salaries  were  paid  as  a  result.   We  recommend  a 
guideline  student-faculty  ratio  of  17:1  at  MCMST. 

The  recommended  student-faculty  ratio  at  EMC  of  20:1  is  significantly 
lower  than  the  1977  budget  allows.   This  recommendation  would  allow  more 
faculty  at  the  school. 


rr 
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We  recommend  a  student-faculty  ratio  at  WMC  of  17:1  which  is  lower 
than  the  17.6  :1  presently  budgeted. 

We  recommend  a  student-faculty  ratio  at  NMC  of  16:1.   The  school 
has  had  the  lowest  student-faculty  ratio  since  1969.   In  fiscal  1977  the 
school  is  operating  slightly  under  the  guideline  ratio  and,  consequently, 
salaries  are  marginally  lower. 

Table  13.   Recommended  Student-Faculty  Ratios 


Budget 

Regents' 

1977 

Request 

LFA  Recommended 

UM 

17.3:1 

19:1 

20:1 

MSU 

18.8:1 

19:1 

20:1 

EMC 

21.0:1 

19:1 

20:1 

MCMST 

18.9:1 

16:1 

17:1 

WMC 

17.6:1 

16:1 

17:1 

NMC 

15.2:1 

16:1 

16:1 

Table  14  shows  the  number  of  faculty  for  actual  fiscal  1976, 
budgeted  fiscal  1977  and  recommended  for  fiscal  1978  and  fiscal  1979. 
The  same  number  of  students  per  faculty  member  teaching  a  full  load  were 
recommended  for  summer  session.   The  numbers  of  faculty  recommended 
could  be  supported  within  the  recommendations  assuming  the  recommended 
average  salary  is  paid. 
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Table  14.   Numbers  of  FY-FTE  Faculty  Recommended 
Compared  to  Actual  and  Budgeted  Faculty 


19751 
472.37 

Actual 

19762 

478.11 

Budgeted 
19772 

Reco 
1978 

430.60 

mmended 

1979 

UM 

476.68 

438.75 

MSU 

466.10 

470.58 

493.34 

464.19 

474.19 

WAMI 

8.30 

8.30 

EMC 

151.60 

151.70 

155.68 

175.89 

184.79 

MCMST 

48.30 

49.40 

53.21 

63.26 

68.49 

WMC 

41.19 

40.73 

40.21 

43.03 

43.58 

NMC 

68.04 

71.36 

82.03 

83.23 

89.04 

Total 

1,247.60 

1 

,261.88 

1,301.15 

1,268.50 

1,307.14 

1.  Source:   Budgetary  and  fee  data  for  board  of  regents,  1975. 

2.  Source:   Budgets  submitted,  except  NMC  from  the  regents  budgetary 

and  fee  data,  September  13,  1976. 

3.  Summer  faculty  are  counted  as  22  percent  of  an  academic  full-time 
faculty. 


The  data  illustrate  that  the  smaller  schools  would  gain  faculty 
while  the  larger  schools  would  lose  faculty.   By  fiscal  1979  the  entire 
system  would  be  operating  with  more  faculty  than  budgeted  in  fiscal 
1977.   These  calculations  are  based  on  the  regents'  enrollment  estimates. 

Table  15  shows  the  combined  recommendation  for  salaries  and  student- 
faculty  ratios.   Based  on  similar  schools,  it  seems  that  these  figures 
are  reasonable.   However,  the  university  system  should  retain  the 
flexibility  to  increase  faculty  and  decrease  salaries  if  that  is  the 
regents'  choice.   Conversely,  the  regents  should  be  allowed  to  decrease 
faculty  numbers  while  increasing  salaries.   What  does  not  seem  justified 
is  to  increase  total  dollars  available  for  faculty  salaries  beyond  the 


540 


Page  26  -  University  System 

amounts  recommended.   Such  an  increase  would  serve  to  either  increase 
faculty  pay  above  other  similarly-paid  state  employees  or  increase 
faculty  numbers  above  other  similar  schools. 


Table  15.   Recommended  Average  Faculty  Salaries 
And  Student-Faculty  Ratios 


Unit 

1978 

Average  Salary 

S/F 

Ave 

1979 

rage  Salary 

S/F 

UM 

$17,559 

20:1 

$17,825 

20:1 

MSU 

17,559 

20:1 

17,825 

20:1 

EMC 

15,803 

20:1 

16,043 

20:1 

MCMST 

16,388 

17:1 

16,637 

17:1 

WMC 

15,803 

17:1 

16,043 

17:1 

NMC 

15,803 

16:1 

16,043 

16:1 

Graduate  Teaching  Assistants 

Graduate  teaching  assistants  (GTA's)  assist  regular  faculty  at  the 
two  larger  schools.   These  assistants  work  part-time  for  varying 
hours  per  week  and  at  different  pay  rates.   In  order  to  establish  a 
uniform  base,  the  regents  established  that  one  full-time  equivalent  GTA 
would  equal  $10,000  in  paid  salary.   We  recommend  raising  this  salary  at 
the  same  rate  as  calculated  for  other  state  employees  through  fiscal 
1979.   Based  on  actual  fiscal  1976  enrollment  we  recommend  that  the 
schools  receive  funding  support  for  graduate  assistants  in  the  ratio  to 
enrollment  as  was  provided  by  the  1975  legislature.   Table  16  describes 
our  recommendation  for  funding  graduate  teaching  assistants. 
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Table  16.   Recommendations  of  Graduate  Teaching  Assistants 


Fiscal  Year 


1976 


1978 
1979 


Fiscal  Year 


1976 

1978 
1979 


Funding 
Per  GTA 

$10,000 


10,889 
11,143 


GTA  Personal  Services 

UM  MSU 


$578,401 
Recommend ed- 

524,240 

536,469 


$411,774 


Numbers  of  GTA's 


UM 
56.69 


553,229 
566,133 


MSU 


40.37 

Recommended 

47.20  49.81 

47.20  49.81 


Scholarships  &  Fellowships 

We  recommend  that  only  scholarships  and  fellowships  authorized  in 
law  be  funded.   Table  17  shows  the  waivers  defined  by  law  which  were 
granted  by  the  units  in  fiscal  1976.   Out-of-state  fee  waivers  are 
figured  at  the  two  percent  statutory  limit. 


Table  17.   Fee  Waivers  Authorized  by  Law 
Given  in  Fiscal  1976 


UM 


MSU 


EMC 


Out-of-state  $165,332  $174,459  $  64,335 
Over  62         1,188      192 

Veterans        8,702    2,159  3,208 

War  Orphans     1,000    1,980  396 

Indians        53,262   24,388  71,270 
Custodial          99      297 


MCMST 

$17,592 
891 
891 

594 


WMC 


NMC 


Total 


$14,303  $23,839  $4?Q,860 

891  3,162 

594  3,619    19,173 

297  3,673 

3,267  152,781 

891  99     1,386 


Total 


$229,583  $203,475   $139,209    $19,968    $20,243   $27,557   $640,035 
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Because  enrollment  is  estimated  to  increase  in  fiscal  1978  and 
fiscal  1979,  we  recommend  each  unit  be  funded  for  the  actual  fiscal  1976 
average  cost  of  scholarships  and  fellowships  per  projected  student  in 
the  1979  biennium.   Table  18  shows  the  recommended  distribution  for  each 
university  unit. 


Table  18.   Recommended  Level  of  Scholarships 
and  Fellowships  for  the  1979  Biennium 

1976 
Average  Fiscal  Fiscal 

Unit       Cost  1978  1979 


UM 

$27.02 

$238,776 

$243,180 

MSU 

22.70 

213,244 

217,784 

EMC 

42.11 

154,375 

161,871 

MCMST 

22.09 

23,614 

25,580 

WMC 

27.54 

20,792 

21,344 

NMC 

22.50 

31,140 

33,232 

Total     $27.08  $681,941         $702,991 

Fee  waivers  granted  under  the  regents'  policy  cost  $750,000  a  year 
more  than  authorized  in  law.   All  fee  waivers  cost  approximately  $1,400,000 
yearly  compared  to  $640,000  for  waivers  authorized  in  the  statutes. 

Two  problems  exist  with  the  regents  fee  waiver  policy.  New  waivers 
are  established  and  waiver  limitations  defined  in  law  are  exceeded.  Ac- 
cording to  Section  75-8601,  non-resident  fees  can  be  waived  up  to  two 
percent  of  the  previous  year  full-time  equivalent  enrollment.  Under  the 
regents'  policy,  undergraduate  students  are  given  two  percent  non- 
resident waivers  of  the  total  FY-FTE  students  and  graduate  students  also 
are  given  two  percent  non-resident  waivers  of  the  total  FY-FTE  students. 
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Therefore,  twice  the  number  of  fee  waivers  authorized  in  law  are  authorized 
in  regents  policy. 

Waivers  not  authorized  in  law  include  resident  waivers  of  six 
percent  for  full-time  equivalent  enrollment,  and  waivers  for  faculty  and 
staff,  national  merit  honor  scholarship  recipients,  high  school  honor 
scholarships,  community  college  scholarship  recipients  and  athletic 
grant-in-aid  recipients.   Miscellaneous  waivers  include  gifted  law 
school  students  in  financial  need  and  music  fees  dropped  for  extra- 
curricular services  provided  to  the  school  of  music. 

Athletic  grants-in-aid  waivers  were  considered  by  the  1973  legis- 
lature and  were  rejected.   Although  authorization  to  allow  athletic 
grants-in-aid  was  refused,  the  regents  established  these  waivers  by 
policy. 

Continuing  Education 

The  regents  have  established  a  policy  to  remove  distinctions  be- 
tween extension  and  regular  student  courses.   As  a  result,  general  fund 
support  is  requested  for  the  previously  self-supporting  continuing 
education  program. 

Enrollment  forecasts  are  for  650  FY-FTE  students  in  fiscal  1978  and 
715  FY-FTE  students  in  fiscal  1979.   Budgeting  regular  faculty  for  these 
courses  would  cost  approximately  $1,410,422  for  34  additional  faculty  in 
fiscal  1978  and  37  additional  faculty  in  fiscal  1979.   Faculty  costs 
under  a  self-supporting  basis  were  approximately  $144,512  for  fiscal 
1977. 
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The  regents  ostensibly  were  addressing  a  commission  on  postsec- 
ondary  education's  recommendation: 


"When  the  Statewide  Association  of  Adult  and  Continuing 
Education  has  accumulated  sufficient  experience  and  informa- 
tion on  the  demand  for  adult  and  continuing  education,  it 
should  assess  the  need  and  appropriateness  of  state  funding 
of  all  courses  and  programs." 


The  postsecondary  education  commission  recommendation  indicates 
that  research  needs  to  be  done  on  the  program  demand  and  the  appropriate- 
ness of  state  funding.   An  analysis  of  the  need  and  various  funding  al- 
ternatives have  not  been  presented.   We  recommend  that  a  complete  pro- 
posal concerning  the  function,  demand,  and  methods  of  financing  con- 
tinuing education  be  presented  before  a  general  fund  appropriation  is 
considered.   Even  if  the  legislature  agrees  with  the  concept  of  state 
support  for  continuing  education,  the  amounts  requested  seem  to  be 
excessive. 

Funding 

The  average  student  fee  collected  for  a  regular  student  in  fiscal 
1976  was  used  to  calculate  the  amount  to  be  collected  per  student  in 
fiscal  1978  and  fiscal  1979. 

Land  grant,  miscellaneous,  federal  and  sales  and  service  income 
revenue  estimates  were  accepted  as  submitted  by  the  regents.   WMC  has 
unpledged  land  grant  income  which  WMC  put  into  auxiliary   funds  during 
past  years  for  bond  payments.   The  land  grant  income  was  budgeted  to 
support  WMC's  unrestricted  program  in  the  1979  biennium. 
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Investment  income  on  current  unrestricted  funds  reportedly  will 
accrue  to  the  state  general  fund  rather  than  the  units  in  the  coming 
biennium.   General  fund  is  recommended  to  be  appropriated  to  cover 
expenditures  previously  paid  with  investment  income. 

Millage  revenue  estimates  were  based  on  six  mills  being  assessed 
for  the  university  system.   Distribution  was  determined  by  the  percent 
of  total  fiscal  1976  enrollment  at  each  campus. 

Vocational  education  programs  are  recommended  to  be  supported  with 
a  direct  general  fund  appropriation  rather  than  indirectly  through  the 
office  of  superintendent  of  public  instruction.   (See  OSPI's  budget 
recommendation. ) 

EMC  and  UM's  indirect  cost  was  increased  above  the  regents'  estimate. 
EMC's  estimated  grants  and  contract  expenditures  increase  while  the 
estimated  indirect  cost  revenue  decreases  25  percent.   We  recommend  EMC 
indirect  cost  estimate  increase  the  same  percentage  as  total  grants  and 
contracts. 

UM's  estimated  1979  biennium  indirect  cost  from  administering  the 
Malmstromair  force  base  program,  social  service  training  program  and 
federal  workstudy  is  recommended  to  increase  five  percent  a  year. 
Estimates  of  indirect  cost   revenue  by  UM  for  estimated  grants  and 
contracts  administered  in  the  1979  biennium  were  used. 

Table  19  shows  the  source  and  amount  of  funds  recommended  for  each 
unit. 
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Contingency  Enrollment  Appropriation 

Table  20  presents  historical  and  projected  enrollment  figures  for 
the  university  system.   The  projections  are  those  of  the  regents. 

We  recommend  that  each  school  receive  a  specific  appropriation 
based  on  actual  1976  enrollments.   We  further  recommend  that  a  contingency 
appropriation  be  available  to  the  units  to  the  extent  enrollments  ex- 
ceed the  1976  levels.   Our  calculations  for  the  contingency  amount  are 
derived  from  the  regents'  enrollment  projections. 
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Other  Current  Funds 

The  preceding  discussion  details  our  calculations  for  what  the 
universities  consider  "operating  budgets".   The  schools  have  significant 
amounts  of  other  funds  which  are  expendable  for  any  purpose  in  per- 
forming the  primary  objectives  of  the  institution,  i.e.,  instruction, 
research,  extension  and  public  service.   Also  available  are  funds  which 
have  been  restricted  by  donors  or  other  outside  agencies  to  a  specific 
purpose.   These  other  current  funds  traditionally  have  not  been  submitted 
in  a  comprehensive  budget  request  to  the  regents  or  the  legislature. 

In  preparing  for  the  1977  legislature  our  office  agreed  with  the 
office  of  budget  and  program  planning  that  the  universities  should  sub- 
mit a  comprehensive  budget  which  would  include  all  funds,  revenues  and 
expenditures.   We  felt  such  information  would  assist  us  in  analyzing  the 
direct  and  indirect  impacts  on  the  operating  budget  and,  thus,  on  the 
state  general  fund  of  financial  activities  outside  of  the  "operating 
budget". 

Our  analysis  has  confirmed  the  need  for  both  the  legislature  and 
the  regents  to  more  closely  analyze  transactions  both  other  current  funds 
and  plant  funds.      It  seems  that  decisions  which  ultimately  affect 
operating  budgets,  general  fund  appropriation  and  student  fees  often  are 
made  without  legislative  or  regent  overview. 
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UM 

$18,966,156 

$1: 

,149,603 

MSU 

18,904,465 

1. 

,975,528 

MCMST 

2,183,672 

-0- 

EMC 

5,852,604 

216,748 

WMC 

1,573,778 

-0- 

NMC 

2,569,315 

42,176 
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Table  21  details  the  expenditures  and  transfers  from  each  current 
fund  category. 

Table  21.   Fiscal  1976  Expenditures  and  Transfers  of  Current  Funds 

Current  Funds Total  Current 

Operating  Acct.   Designated   Restricted   Auxiliary     Fund  Activity 

6,089,557  $  6,500,124  $32,705,440 

6,770,336  7,255,415  34,905,744 

1,116,702  428,913  3,729,287 

1,477,270  1,788,006  9,334,628 

311,614  277,650  2,163,042 

116,877  843,616  3,571,984 

Total   $50,049,990    $3,384,055   $15,882,356  $17,093,724     $86,410,125 

"Designated  funds"  include  "self-supporting"  operations  such  as  ski 
programs,  motor  pools  and  print  shops.   It  should  be  noted  that  some 
schools  count  such  operations  as  designated  while  others  include  the 
costs  as  current  operating  expenses. 

"Restricted  funds"  include  those  financial  resources  that  are 
restricted  by  an  outside  agency  to  a  particular  activity  or  purpose. 

"Auxiliary  funds"  include  the  operations  of  food  services,  dor- 
mitories and  other  activities  conducted  primarily  to  provide  facilities 
or  services  for  students,  faculty  and  staff. 

Designated  Funds 

Table  22  details  the  expenditure  history  and  requests  for  the  four 
schools  that  "designate"  funds. 
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Table  22.   Designated  Funds 


Actual 

Budget 

Req1 

uest 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$1,149,603 

$1,228,820 

$1,317,437 

$1,406,869 

1,975,528 

2,264,382 

2,414,778 

2,585,455 

216,748 

370,311 

285,511 

313,002 

42,176 

48,000 

52,000 

56,000 

University  of  Montana 
Montana  State  University 
Eastern  Montana  College 
Northern  Montana  College 

Total  $3,384,055   $3,911,513   $4,096,726   $4,361,326 


The  figures  illustrate  that  projected  costs  increase  15.6  percent 
from  fiscal  1976  to  fiscal  1977  and  21.1  percent  from  fiscal  1976  to 
fiscal  1978.   Increases  of  this  magnitude  seem  unjustified  in  terms  of 
other  expenditures  in  state  government.   Since  these  expenditures 
directly  impact  on  both  student  fees  and  charges  to  the  operating 
budgets,  we  suggest  that  the  schools  present  justification  to  the 
legislature  documenting  the  need  for  the  requested  expenditure  authority. 

Restricted  Funds 

The  following  tables  detail  the  schools'  projected  restricted 
funds. 
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University  of  Montana 
Current  Restricted 


Instruction 
Organized  Research 
Public  Service 
Academic  Support 
Scholarships  &  Fellowships 

Total  Expenditures 


Actual 

Fiscal 

1976 

$  434,404 

2,586,988 

1,975,387 

16,405 

1,076,373 


Budget 

Fiscal 

1977 

$   535,672 

2,268,324 

2,074,217 

32,039 

1,112,723 


Request 

Fiscal       Fiscal 

1978         1979 


$  526,919 

2,367,493 

2,177,914 

17,750 

1,155,040 


$  559,796 

2,485,044 

2,286,813 

17,000 

1,212,590 


$6,089,557   $6,022,975   $6,245,116   $6,561,243 


Montana  State  University 
Current  Restricted 


Instruction 

Organized  Research 

Public  Service 

Academic  Support 

Student  Services 

Institutional  Support 

Auxiliary 

Scholarships  &  Fellowships 

Total  Expenditures 


Actual 

Budget 

Reqi 

jest 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$  704,559 

$   676,800 

$ 

689,300 

$ 

698,300 

3,853,963 

4,335,000 

4 

,354,750 

4 

,410,300 

357,528 

374,300 

368,200 

395,900 

65,768 

46,600 

46,800 

47,800 

741,863 

808,400 

808,400 

808,400 

98,715 

79,000 

74,500 

74,500 

232,610 

123,600 

126,800 

129,900 

715,330 

805,667 

839,900 

874,900 

$6,770,336 

$7,249,367 

$7 

,308,650 

$7 

,440,000 

Eastern  Montana  College 
Current  Restricted 


Instruction 
Organized  Research 
Public  Service 
Academic  Support 
Student  Services 
Institutions  Support 
Scholarships  &  Fellowships 

Total  Expenditures 


Actual 

Budget 

Reqi 

aest 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$   716,096 

$ 

730,418 

$ 

744,722 

$ 

759,353 

11,646 

11,646 

11,646 

11,646 

15,931 

15,998 

16,065 

16,132 

129 

129 

129 

129 

548,096 

553,671 

559,303 

565,008 

3,895 

3,895 

3,895 

3,895 

181,477 

185,106 

188,808 

192,584 

$1,477,270 

$1,500,863 

$1 

,524,568 

$1 

,548,747 
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Montana  College  of  Mineral  Science  and  Technology 
Current  Restricted 


Organized  Research 
Academic  Support 
Student  Services 
Institutional  Support 
Scholarships  &  Fellowships 

Total  Expenditures 


Actual 

Budget 

Request 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$1,000,163 

$1,698,409 

$1,700,000 

$1,900,000 

82,196 

200,000 

208,819 

200,000 

24,204 

25,081 

18,000 

20,000 

7,339 

12,337 

10,000 

12,000 

2,800 

28,934 

17,000 

20,000 

$1,116,702 

$1,964,761 

$1,953,819 

$2,152,000 

Western  Montana  College 
Current  Restricted 


Instruction 
Academic  Support 
Student  Services 

Total  Expenditures 


Actual 

Budget 

Reqi 

jest 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$  1,576 

$  6,900 

$   2,550 

$  2,550 

4,217 

5,000 

5  ,000 

310,038 

342,107 

371,500 

406,000 

$311,614 

$353,224 

$379,050 

$413,550 

Northern  Montana  College 
Current  Restricted 


Instruction 
Student  Services 
Academic  Support 

Total  Expenditures 


Actual 

Budget 

Req- 

uest 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

1976 

1977 

1978 

1979 

$  18,583 

$108,058 

$119,464 

$133,010 

94,376 

85,533 

93,786 

101,865 

3,918 

3,000 

3,000 

3,000 

$116,877 

$196,591 

$216,250 

$237,875 

We  question  whether  the  cost  levels  requested  are  realistic.  For 
example,  the  costs  requested  at  Montana  College  of  Mineral  Science  and 
Technology  would  increase  nearly  75  percent  from  fiscal  1976  to  1978. 
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Particularly  for  instructional  costs  listed  as  "restricted",  the 
legislature  should  determine  that  credit  hours  produced  are  not  also 
counted  in  generating  dollars  requested  of  the  general  fund. 

Auxiliary  Enterprises 

The  following  table  details  the  funding  request  of  auxiliary  enter- 
prises. 

Auxiliary  Enterprises 

Actual       Budget  Request 

Fiscal       Fiscal       Fiscal       Fiscal 
1976         1977         1978         1979 


University  of  Montana  $  6,500,124  $  6,769,881  $  7,520,194  $  8,048,293 

Montana  State  University  7,255,415  6,789,728  7,307,049  7,841,422 

Eastern  Montana  College  1,788,006  1,888,423  1,894,831  1,937,824 

Montana  Tech  428,913  511,697  556,000  585,000 

Western  Montana  College  277,650  417,957  430,529  89,335 

Northern  Montana  college  843,616  846,246  907,351  1,006,558 

Total  $17,093,724  $17,223,932  $18,615,954  $19,508,432 


The  funding  requests  of  the  auxiliary  enterprises,  while  not 
directly  influencing  the  general  fund  appropriation,  may  affect  both 
state  costs  and  student  expenses. 

The  budget  of  intercollegiate  athletics  historically  have  received 
little  scrutiny  by  either  the  regents  or  the  legislature.   This  lack  of 
review  has  been  due  to  incorporating  part  of  the  operation  within  the 
"current  operating"  accounts  while  other  athletic  expenses  were  accounted 
for  in  auxiliary  enterprises. 
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The  following  table  details  the  reported  athletic  expenses  at  the 
larger  schools. 


Table  23.   Intercollegiate  Athletics  at  UM  and  MSU 
For  Fiscal  1976  and  Fiscal  1977 

1976 

Current  Operating  Total 
Account Auxiliary              Program 

UM  $476,848         $307,316  $784,164 

MSU  276,617  551,784  828,401 

Difference    $200,231         $(244,468)             $(44,237) 
1977 . 

UM  $463,783         $340,153  $803,936 

MSU  422,807  509,686  932,493 

Difference     $40,976         $(169,533)  $(128,557) 


We  recommend  that  any  excess  auxiliary  revenues  over  costs  be  used 
as  an  offset  to  the  current  operating  budgets. 

Plant  Funds 

The  plant  funds  consist  of  1)  funds  to  be  used  for  construction, 
remodeling  or  property  acquisition  (such  money  may  come  from  general 
fund  appropriation,  student  fees  or  other  university  sources;  2)  funds 
set  aside  for  payment  of  outstanding  principle  and  interest  on  institu- 
tional indebtedness  and  3)  funds  invested  in  school  properties. 

We  are  concerned  that  funds  in  this  category  are  not  receiving 
needed  examination  by  either  the  regents  or  the  legislature. 

Some  examples  of  the  need  to  tighten  appropriation  controls  in- 
clude: 
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1.  MSU  has  used  revenues  in  excess  of  those  pledged  for  bond 
indentures  to  pay  costs  of  the  athletic  program.   These  revenues  should 
be  counted  in  the  operating  budget  and  used  to  support  the  appropriated 
level  of  operating  costs. 

2.  In  December  1976,  MSU  presented  a  request  to  the  regents  to 
spend  over  $1  million  of  excess  plant  funds  on  several  capital  and 
renovation  projects.   Of  these  items  only  $164,000  was  included  on  the 
overall  university  capital  budget  priority  list  requesting  long-range 
building  funds  previously  approved  by  the  regents.   It  seems  clear  that 
the  legislature  should  consider  these  available  funds  when  appropriating 
construction  money  to  the  campuses. 

3.  The  university  of  Montana  purchased  without  legislative  ap- 
proval an  $845,000  computer  system.   We  believe  such  an  expenditure  needs 
legislative  appropriation  authority.   The  point  is  not  whether  the 
purchase  was  an  appropriate  expenditure,  but  that  significant  expen- 
ditures which  may  impact  on  operating  budgets  have  not  been  justified  to 
the  legislature. 
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Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  932.15    $3,646,445    $31,131,888   $34,778,333 

LFA  Recommendation  829.40     3,113,600     26,742,302    29,855,902 

Executive  over  (under)  LFA        102.75      $532,845     $4,389,586    $4,922,431 

The  higher  recommendations  of  the  executive  budget  primarily  reflect 
added  employees  in  the  three  divisions  and  the  use  of  differing  antici- 
pations of  cost  increases. 

The  employment  security  division  receives  89  more  FTE  under  the 
executive  recommendation.   Travel  and  other  related  costs  are  also 
proportionately  higher. 

The  labor  administration  program  recommended  by  the  fiscal  analyst 
to  receive  two  additional  employees  to  enforce  wage  payments  act  and 
minimum  wage  and  hour  law  receives  eleven  in  the  executive  recommendation. 
Costs  of  agency  administration  are  shared  by  the  various  division  funds 
in  our  recommendation  and  fully  paid  by  general  fund  in  the  executive 
recommendation. 

The  executive  recommends  general  fund  to  support  one  additional 
employee  for  the  board  of  personnel  appeals  and  three  for  the  human 
rights  division.   We  do  not  concur  with  those  expansions. 

We  recommend  holding  workers'  compensation  division  activities  at 
current  level  with  inflationary  allowances.  The  executive  budget  adds 
a  personnel  technician. 
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DEPARTMENT  OF  LABOR  AND  INDUSTRY 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through 


Actual 

Fiscal 

1976 

769.73 


Appropriated 

Fiscal 

1977 

803.40 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


829.65 


829.40 


$  1,515,327  $  1,556,729  $  1,552,069   $  1,561,531   1.4 

15,054,803  15,717,281   13,254,761   13,487,541  (13.1) 

138,934  113,407 

$16,709,064  $17,387,417  $14,806,830  $15,049,072  (12.4) 

24,962 


$  8,666,698  $10,565,375  $10,713,866  $10,922,165  12.5 

2,374,283  3,308,270  2,769,729  2,804,565  (1.9) 

299,004  228,491  173,121  168,685  (35.2) 

$11,339,985  $14,102,136  $13,656,716  $13,895,415  8.3 

62,777,228  67,485  448  83,865,696  83,444,239  28.4 

$74,117,213  $81,587,584  $97,522,412  $97,339,654  25.1 

61,693,228  64,200,167  82,715,582  82,290,582  31.1 


Summary 

The  department  of  labor  and  industry  is  composed  of  the  workmen's 
compensation  division,  labor  standards  division  and  the  employment 
security  division.   The  chief  causes  of  change  of  the  total  appro- 
priation are  expansions  in  the  employment  security  division  and  the  transfer 
of  the  manpower  advisory  council  from  the  Governor's  office.   In  em- 
ployment security  division  24  employees  are  added  in  fiscal  1977  and  $3.8 
million  of  manpower  training  funds  appropriated  in  the  1977  biennium 
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are  dropped  in  the  1979  biennium.   The  federal  program  was  discontinued. 
The  Governor's  manpower  advisory  council  has  been  transferred  to  this 
agency.   This  includes  18.75  FTE  and  over  $23  million  each  year  for 
CETA  grants. 

Approximately  two  percent  of  the  budget  for  this  agency  is  derived 
from  the  general  fund.   These  funds  go  to  the  workers'  compensation 
division  for  payments  to  silicotics,  their  widows  and  certain  employee 
death  benefits  and  to  the  labor  standards  division  for  the  four  bureaus 
of  that  division.   The  growth  in  general  fund  is  primarily  normal  cost 
and  pay  increases. 

The  allocation  of  costs  of  the  agency  director's  office  to  all 
operating  funds  is  recommended.   This  allocation  is  proper  as  the  office 
has  duties  relating  to  all  divisions.   The  allocation  is  explained  in 
more  detail  in  the  labor  administration  budget  recommendation. 
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Labor  Administration 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

14.34 


Appropriated    LFA  Recommended 
Fiscal     Fiscal      Fiscal 
1977       1978        1979 


%  Change 
Biennium 
1977  -  79 


14.34 


16.34 


16.34 


General  Fund 

$214,025 

$230,712 

$203,924 

$206,623 

(7. 

7) 

Other  Funds-Appropriated 

69,600 

69,600 

124,230 

127,568 

80. 

,9 

Total  Funds 

$283,625 

$300,312 

$328,154 

$334,191 

13. 

,4 

Reversion-General  Fund 

19,522 

Expenditures  By  Object 

Personal  Services 

$208,925 

$227,068 

$256,728 

$263,028 

19. 

,2 

Operating  Expenses 

60,058 

72,212 

70,426 

71,163 

7. 

0 

Capital 

2,175 
$271,158 

1,032 
$300,312 

1,000 
$328,154 

Total  Expenditures 

$334,191 

15. 

9 

Expenditures  of  the  labor  administration  program  are  recommended  to 
increase  15.9  percent  in  the  next  biennium.   The  increase  results  pri- 
marily from  the  addition  of  two  compliance  officers  for  investigation  of 
violations  of  the  Wage  Payments  Act  and  Minimum  Wage  and  Hour  Act.   The 
general  fund  share  of  this  program  decreases  7.7  percent  as  we  recom- 
mend labor  and  industry's  director,  secretary  and  related  costs  be 
shared  by  all  divisions  of  the  department.   In  the  past  the  cost  has 
been  fully  paid  by  the  general  fund  in  this  program. 

Agency  Director 

The  labor  commissioner,  personal  staff  and  expenses  have  been  paid 
as  a  part  of  the  labor  administration  program  fully  from  the  general 
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fund.   This  appears  to  place  an  undue  burden  on  the  general  fund. 
Since  the  commissioner  is  established  as  stated  in  82A-1001  as  head  of 
the  entire  department,  we  recommend  that  costs  of  the  commissioner's 
office  be  shared  by  the  various  funds  that  support  the  agency.   The 
following  adjustments  are  made  to  reflect  this. 

1978       1979 

Commissioner  &  Secretary,  Salary  &  Benefits      $43,357     ^\^.\l 
5%  of  Office  Supplies,  Travel,  Rent,  Utilities   2,388    — 2^413 

Amount  to  be  Allocated  $45,74  5    $47,340 

Percent  Funds  Operating  Expenses  is  of  ^Allocation 

Agency  Operating  Expenses 


1978       1979 


Federal        71.2%  $32,556    $33,706 

Earmarked      24.0  10,974     11,362 

General         4.8  2,195      2,272 


Personal  Services 

Personal  services  are  recommended  to  increase  19.2  percent  as  two 
compliance  officers  are  added  and  current  employees  receive  annual  step 
increases.   There  were  no  vacancy  or  turnover  savings  adjustments  made. 
The  addition  of  the  two  compliance  officers  increased  personal  service 
costs  $23,645  in  fiscal  1978  and  $23,153  in  fiscal  1979. 

Expansions  Recommended 

The  agency  has  been  able  in  the  past  to  process  less  than  one  half 
the  claims  filed  under  the  minimum  wage  and  hour  and  wage  payment  acts. 
We  recommend  the  addition  of  two  compliance  officer  I  to  investigate  and 
resolve  such  claims. 
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Expansion  Not  Recommended 

The  agency  has  requested  23  additional  employees  and  approximately 
$900,000  in  the  biennium.   The  majority  would  be  compliance  officers  to 
enforce  the  various  labor  laws  assigned  to  the  department.   The  expan- 
sion is  not  recommended.   It  has  not  been  demonstrated  that  such  an 
expansion  is  needed  or  that  it  could  be  efficiently  accomplished. 
Current  duplication  of  effort  exists  within  the  department  as  the  various 
divisions  make  separate  investigations.   It  appears  that  greater  coopera- 
tion between  employment  security  division,  workers'  compensation  and 
labor  standards  may  allow  greater  accomplishment  without  significant 
expansion. 

Board  of  Personnel  Appeals 


FTE 

Fund  Source 


10.33 


10.33 


10.33 


10.33 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal      Fiscal 

Biennium 

1976 

1977 

1978        1979 

1977  -  7« 

General  Fund  $195,956  $205,522  $208,561  $212,466  4.9 
Other  Funds-Appropriated  8,000  8,000  20,000  20,000  150.0 
Other  Funds-Budget  Amended     15,000     


Total  Funds 

$218,956 

$213,522 

$228,561 

$232,466 

6.6 

Expenditures  By  Object 

Personal  Services 

$134,671 

$162,771 

$164,140 

$167,232 

11.4 

Operating  Expenses 

73,982 

50,251 

63,921 

64,734 

3.6 

Capital 

2,303 

500 

500 

500 

(64.3) 

Total  Expenditures 

$210,956 

$213,522 

$228,561 

$232j466 

8.6 
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The  recommended  appropriation  for  the  board  of  personnel  appeals 
rises  8.6  percent  over  the  biennium.   The  increase  results  from  normal 
cost  and  employee  pay  increases  and  the  increase  of  the  non-state  share 
of  fact  finder  costs  in  the  1979  biennium  appropriation.   In  fiscal  1976 
costs  of  fact  finding  were  added  by  budget  amendment. 

Expansion  Not  Recommended 

The  agency  requests  six  positions  and  an  additional  $270,000  over 
the  biennium.   The  requests  relate  to  two  areas  of  expansion. 

First,  the  agency  requested  three  additional  employees  to  handle 
current  level  activities.   The  primary  justifications  being  given  that 
involvment  under  the  pay  and  classification  plan,  especially  classifi- 
cation appeals,  has  created  much  new  work.   We  recommend  that  the  request 
be  denied.   It  appears  that  much  of  the  work  of  the  division  is  a  dup- 
lication of  the  classification  efforts  of  the  department  of  administration. 

Second,  the  agency  requested  three  additional  employees  in  antici- 
pation of  being  assigned  statewide  employee  grievance  functions.   We  do 
not  recommend  the  request.   There  seems  to  be  more  logic  in  assigning 
this  function  to  the  department  of  administration. 
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Human  Rights  Bureau 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Fiscal 

1976 

4.33 


Appropriated 

Fiscal 

1977 

4.33 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


%  Change 
Biennium 
1977  -  79 


9.83 


9.83 


$  91,988     $  95,447    $  91,229  $  92,963  (1.7) 

79,750  85,420 

76,685      113,407    

$168,673     $208,854    $170,979  $178,383  (7.5) 


$  95,083 

43,660 

5,605 

$144,348 


$139,175 

67,179 

2,500 


$135,485 
35,494 


$138,201    16.8 
40,182   (31.7) 


$208,854    $170,979 


$178,383    (1.1) 


The  human  rights  division  has  experienced  considerable  growth  by 
budget  amendment.   The  addition  of  $190,000  in  the  current  biennium  and 
5.5  FTE  was  accomplished  through  approved  budget  amendment.   The  source 
of  these  funds  has  been  contracts  with  the  federal  equal  employment 
opportunity  commission,  the  Helena  Indian  alliance,  and  the  Governor's 
manpower  planning  council.   All  the  contracts  are  anticipated  to  con- 
tinue in  the  next  biennium.   We  recommend  that  these  funds  be  appropriated. 

The  decline  in  expenditures  indicated  in  the  summary  table  is  mis- 
leading as  the  fiscal  1977  budgeted  expenditure  will  likely  exceed 
expenses  as  was  the  case  in  fiscal  1976. 
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Personal  Services 

A  16.8  percent  increase  in  personal  services  costs  reflects  the 
employees  added  during  fiscal  1976  by  budget  amendment.   The  5.5  ad- 
ditional FTE  were  added  at  various  times  through  FY-76,  therefore  that 
year  was  not  a  full  employment  year.   In  fiscal  1977  through  1979  the 
positions  are  calculated  at  full  time.   No  vacancy  or  turnover  adjust- 
ments were  made. 

The  staff  level  recommended  should  allow  the  completion  of  between 
125  and  200  discrimination  cases  per  year.   In  fiscal  1975  102  cases 
were  received;  201  were  received  in  fiscal  1976.   At  this  writing  the 
program  has  143  active  cases.   As  the  human  rights  commission  is  rela- 
tively new,  it  is  difficult  to  predict  case  load  or  the  effects  of 
successful  completion  of  current  cases. 

Operating  Expenses 

Anticipated  operating  expenses  were  based  upon  the  division's 
request  which  was  lower  than  expenses  in  fiscal  1976. 

Capital 

No  capital  expenditures  are  recommended  in  fiscal  1978  or  1979. 
The  agency  requests  $2,500  each  year.   However,  no  justification  was 
given  for  the  request.   It  appears  as  no  new  staff  will  be  added  and 
$8,100  has  been  budgeted  in  the  current  biennium.   No  additional  pur- 
chase could  be  expected. 
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Expansion  Not  Recommended 

The  division  requested  an  additional  $260,000  from  the  general  fund 
and  8  full-time  employees.   This  would  add  four  compliance  officers,  a 
lawyer,  office  manager  and  secretary.   The  division  estimates  this  is 
the  staff  needed  to  handle  what  they  expect  will  be  750  new  cases  in  the 
1977-79  biennium.   It  is  not  recommended  as  the  estimated  750  cases 
appears  high,  or  at  least  unsupported.   Recent  action  by  the  state 
indicates  state  government  cases  may  be  reduced  or  eliminated  (the  state 
accounts  for  20  percent  of  case  load) . 


FTE 

Fund  Source 


Status  of  Women  Bureau 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

2.0 


2.0 


LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 


2.0 


2.0 


General  Fund 

$36,104 

$37,669 

$36,551 

$37,094 

(.2) 

Other  Funds-Budget  Amended 

7,800 
$43,904 

Total  Funds 

$37,669 

$36,551 

$37,094 

(9.7) 

Reversion-General  Fund 

4,818 

Expenditures  By  Object 

Personal  Services 

$21,277 

$25,633 

$26,237 

$26,780 

13.0 

Operating  Expenses 

14,778 

11,448 

9,726 

9,726 

(25.8) 

Capital 

1,184 

588 

588 

588 

(33.6) 

Total  Expenditures 

$37,239 

$37,669 

$36,551 

$37,094 

(1.7) 
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The  status  of  women  bureau  recommendation  is  based  upon  actual  1976 
expenditures  with  allowance  for  anticipated  cost  and  employee  salary 
step  increases.   The  1.7  percent  fall  in  total  expenditures  reflects 
budget  amendments  received  in  fiscal  1976.   The  .2  percent  drop  in 
general  fund  appropriation  results  as  there  was  a  reversion  in  fiscal 
1976.   The  fiscal  1978  recommended  appropriation  is  16.8  percent  above 
the  actual  general  fund  expenditure  in  fiscal  1976.   No  vacancy  or 
turnover  savings  were  calculated  for  this  program  as  there  are  only  two 
employees. 

Manpower  Advisory  Council 

LFA  Recommended 
Fiscal  Fiscal 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


1978 


18.75 


$408,170 


$248,393 

158,277 

1,500 

$408,170 
23,153,312 

$23,561,482 


1979 


18.75 


$413,543 


$253,766 

158,277 

1,500 

$413,543 
23,153,312 

$23,566,855 


This  program  has  been  transferred  from  the  Governor's  office.   The  figures 
are  as  per  executive  recommendation. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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Employment  Security  Division 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 

FTE  588.73       612.40      612.40       612.15 

Fund  Source 

Other  Funds-Appropriated    $11,545,866   $12,009,138   $9,672,496   $9,827,467   (17.2) 

Expenditures  By  Object 

Personal  Services  $  6,640,556   $  8,041,928  $  7,952,627  $  8,099,862    9.3 

Operating  Expenses  1,161,338    1,897,677   1,550,336   1,572,008    2.1 

Capital  223,712      169,533     169,533     155,597   (17.3) 

Total  Operating  Costs     $  8,025,606  $10,109,138  $  9,672,496  $  9,827,467    7.5 
Non-Operating  Costs        50,159,831   54,242,895  47,642,270  47,157,270   (9.2) 

Total  Expenditures         $58,185,437   $64,352,033  $57,314,766  $56,984,737    (6.7) 

Pass  Through  $50,159,831   $52,342,895  $47,642,270  $47,157,270 

The  large  drop  in  recommended  appropriation  for  this  program  is  the 
result  of  federal  termination  of  manpower  development  and  training  act 
(MDTA)  programs.   The  legislature  had  appropriated  $1.9  million  each 
year  of  the  1975-77  biennium  for  these  programs.   In  addition  the  agency 
has  considerably  underspent  the  appropriation  for  employment  services 
and  unemployment  insurance  programs.   Over  $2.5  million  of  the  appro- 
priated funds  for  these  programs  went  unspent  in  fiscal  1976. 

The  recommended  appropriation  is  based  upon  actual  1976  experience 
after  giving  allowances  for  anticipated  cost  and  employee  step  increases. 
Additional  funds  were  added  in  contracted  service  areas  as  per  agency 
justifications.   Vacancy  savings  were  calculated  at  3  percent.   The 
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actual  fiscal  1976  rate  was  7  percent.   However,  the  agency  is  develop- 
ing a  career  ladder  program  that  may  hold  employees  longer. 

The  division  has  experienced  a  great  amount  of  turnover  among  em- 
ployment interviewers  and  various  clerical  classifications.   To  allow 
for  the  anticipated  continuance  of  this  turnover  all  part  time  positions 
and  21  full  time  positions  were  held  at  entry  level  each  year  of  the 
biennium. 

Budget  Amendments 

The  division  received  approval  on  budget  amendment  59  to  spend 
$1,324,831  and  hire  an  additional  55  employees.   The  division  listed  as 
justifications : 

1.  Additional  CETA  institutional  training,  on-the-job  training, 
work  experience  and  public  service  employment  workload; 

2.  Additional  benefit  payment  workload; 

3.  State  position  control  and  classification  requirements; 

4.  Federal  reporting  requirements  for  CETA. 

Expansion  Requested  -  Not  Recommended 

The  division  requested  $4.4  million  and  89  new  employees  in  the 
biennium  to  expand  agency  operations.  We  did  not  receive  sufficient 
justification  to  warrant  recommendation  of  this  increase. 
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Workers'  Compensation  -  Administration 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

49.0 


$  105,705 

1,204,916 

29,549 

$1,340,170 

488 


$   584,068 

360,201 

19,702 

$  963,971 
213,136 


LFA  Recommended 
Fiscal       Fiscal 


52.0 


1978 


52.0 


1979 


52.0 


%  Change 
Biennium 
1977  -  79 


$  105,705   $   105,705 
1,180,434   1,123,664 


$  105,705 
1,153,754 


(4.5) 


$1,286,139  $1,229,369   $1,259,459    (5.2) 


$   722,351  $   723,841 

350,618  262,588 

21,819  

$1,094,788  $  986,429 

201,351  262,940 


$   738,944  12.0 

263,532  (26.0) 

10,500  (74.7) 

$1,012,976  (2.9) 

276,483  30.1 


$1,177,107   $1,296,139   $1,249,369   $1,289,459    2.7 


10,000 


20,000 


30,000 


The  apparent  decrease  in  recommended  spending  is  somewhat  mislead- 
ling.  The  recommended  level  for  fiscal  1978  is  6.1  percent  higher  than 
actually  was  experienced  in  fiscal  1976. 

Personal  services  and  operating  costs  are  increased  from  the  level 
experienced  in  fiscal  1976  to  allow  employee  step  increases  and  other 
expected  cost  increases.   Additional  funds  are  added  as  appropriate  in 
consideration  of  the  three  FTE  added  in  fiscal  1977.   A  major  reduction 
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occurs  in  contracted  data  processing  services  as  the  division  requests 
only  $54,770  after  an  actual  expenditure  of  $193,000  in  fiscal  1976.   No 
vacancy  or  turnover  savings  are  anticipated  for  this  program. 

Non-Operating  Costs  -  Social  Security  Offset 

The  division  requests  $125,750  each  year  of  the  biennium  from  the 
general  fund  to  pay  retroactive  and  ongoing  costs  of  social  security 
offsets  used  during  fiscal  1974.   The  cost  had  been  $108,217  in  fiscal 
1976.   We  recommend  $105,705  based  upon  recent  cost  information. 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through 


State  Insurance  Fund 

Actual    Appropriated 
Fiscal       Fiscal 
1976         1977 


LFA  Recommended 

Fiscal       Fiscal 

1978         1979 


%  Change 
Biennium 
1977  -  79 


47.0 


52.0 


52.0 


52.0 


$1,200,478   $1,340,845    $924,560    $940,097    (26.6) 


$   423,666  $   565,555  $   547,972  $   559,862  12.0 

441,722  502,761  376,588  380,235  (19.9) 

23,457  12,529  

$   888,845  $  1,080,845  $   924,560  $   940,097  (5.3) 

11,533,397  12,107,272  11,900,000  11,950,000  .9 

$12,422,242  $13,188,117  $12,824,560  $12,890,097  _A 

11,535,397  11,847,272  11,900,000  11,950,000 
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The  recommended  appropriation  for  the  state  insurance  fund  program 
falls  26.6  percent  this  biennium.   This  drop  is  misleading  as  the  fiscal 
1978  recommended  operating  costs  are  15.9  percent  higher  than  actually 
was  experienced  in  fiscal  1976  after  allowance  is  taken  of  a  one-time 
expenditure  of  $90,945  for  bad  debts.   The  chief  cause  of  the  increase 
is  the  addition  of  five  FTE  in  fiscal  1977  approved  by  the  previous 
legislature. 

Personal  Services 

A  12  percent  rise  in  personal  services  costs  results  from  the  ad- 
dition of  3  claims  examiners  and  2  file  clerks.   These  positions  were 
approved  by  the  44th  legislature  to  handle  the  anticipated  increase  in 
activity  resulting  from  expansion  in  coverage  made  in  1973.   This  in- 
crease is  partially  offset  by  anticipated  vacancy  savings  of  5  percent 
based  upon  experience  in  fiscal  1976  of  over  10  percent.   Also  due  to 
the  great  amount  of  turnover,  two  clerk  typist  positions  are  held  at 
entry  level  each  year  of  the  biennium. 

Operating  Expenses 

The  agency  belongs  to  the  association  of  state  compensation  in- 
surance funds.   A  request  for  $30,000  each  year  to  continue  this  mem- 
bership is  included  in  the  agency  request.   We  do  not  recommend  approval 
of  the  amount.   The  value  of  belonging  to  an  organization  at  this  price 
to  the  employers  in  the  state  is  not  evident. 
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Equipment 

The  agency  budgeted  $12,529  in  fiscal  1977  to  purchase  an  auto  and 
office  equipment  for  the  new  staff.   The  amount  is  also  requested  in 
each  year  of  the  next  biennium.   Since  the  purchases  will  be  accom- 
plished in  fiscal  1977,  appropriation  is  not  necessary  in  the  1977-79 
biennium. 

Non-Operating  Costs 

The  division  requests  appropriation  of  $260,000  as  a  transfer  each 
year  of  the  biennium.   This  item  is  not  related  to  any  real  ex- 
penditure and  reflects  an  internal  transfer  which  need  not  be  appro- 
priated.  It  is  not  included  in  the  recommended  appropriation. 
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Insurance  Compliance 

Actual  Appropriated     LFA  Recommended     %  Change 

Fiscal  Fiscal      Fiscal       Fiscal   Bieanium  I 

1976  1977        1978         1979    1977  -  79 

FTE                         23.0  25.0        25.0         25.0 
Fund  Source 

General  Fund               $  871,549  $  881,674   $  906,099   $  906,680   3.4 

Other  Funds-Appropriated       303,044  343,911     332,137      338,892   3.7 

Other  Funds-Budget  Amended  9,  9QQ 


Total  Funds  $1,184,493  $1,225,585   $1,238,236   $1,245,572   3.1 

Reversion-General  Fund  134 
Expenditures  By  Object 

Personal  Services  $   203,514  $   259,593   $   249,490   $  256,051   9.2 

Operating  Expenses  68,421  83,533      81,572       82,347   7.9 

Capital  5,888   2,295 


Total  Operating  Costs     $   277,823   $   345,421   $   331,062   $   338,398   7.4 
Non-Operating  Costs         870,864      880,164     907,174      907,174   3.6 

Total  Expenditures  $1,148,687   $1,225,585   $1,238,236   $1,245,572   4.6 

The  addition  of  two  FTE,  a  claims  investigator  and  clerk  typist,  in 
fiscal  1977  pushes  up  the  personal  services  and  operating  costs  in  the 
coming  biennium.   The  rise  in  recommended  general  fund  appropriation  and 
non-operating  costs  are  the  result  of  increased  examination  costs  and 
enrollments  for  silicosis  payments.   Personal  services  costs  are  ad- 
justed to  allow  for  employee  step  increases,  vacancy  savings  (5%)  and 
anticipated  turnover  (one  grade  5  position  held  at  entry  level).   Operating 
expenses  are  increased  from  fiscal  1976  experienced  levels  to  allow  for 
anticipated  cost  increases. 
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Silicosis 


The  recommended  appropriation  for  silicosis  payments,  all  from  the 
state  general  fund,  is  $601,914  each  year  for  silicotics  and  $290,850 
for  widows.   This  level  will  allow  payments  for  280  to  290  silicotics  of 
$175/month.and  up  to  $14,000  for  back  payment.   It  will  allow  payments 
of  $87.50  to  265  to  277  widows  with  up  to  $12,600  for  backpayments. 
Recent  data  indicates  275  to  280  silicotics  receiving  $175  payments  and 
250  to  260  widows  receiving  $87.50  payments.   The  number  of  silicotics 
receiving  payments  appears  to  have  stabilized  while  there  continues  to 
be  growth  in  number  of  widow  survivors. 

Contracted  services  for  physical  examinations  to  determine  eligibility 
have  been  increased  to  allow  70  examinations  at  an  estimated  cost  of  $89 
in  fiscal  1978  and  $97  in  1979.   In  fiscal  1976  there  were  55  examinations 
at  an  average  cost  of  $81. 
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Safety  and  Health 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal  Bi^nnium 
1978         1979   1977  -  79 1 


FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


31.0 

$722,899 

$354,938 

150,123 

14,978 

$520,039 
$520,039 


31.0 


31.0 


31.0 


$765,353     $569,754    $580,800   (22.7) 


$421,301 

272,591 

17,695 

$711,587 
53,766 

$765,353 


$408,953    $418,439     6.6 
160,801     162,361   (23.6) 


$569,754    $580,800    (6.6) 


$569,754    $580,800   (10.5) 


The  22.7  percent  recommended  reduction  in  appropriation  for  this 
program  is  misleading  as  28  percent  of  the  fiscal  1976  appropriation 
went  unspent.   The  fiscal  1978  recommended  appropriation  is  9.6  percent 
above  the  amount  actually  expended  in  fiscal  1976.   The  recommendation 
is  based  upon  actual  expenditures  in  fiscal  1976  with  allowance  given 
for  anticipated  cost  and  employee  step  increases.   Vacancy  savings 
were  estimated  at  5  percent  based  upon  experience  exceeding  9  percent 
in  fiscal  1976. 

Potential  Duplication 

The  work  performed  by  this  program  is  similar  to  and  may  be  dup- 
lications of  functions  performed  by  two  other  state  agencies.   The  de- 
partment of  health  through  the  occupational  safety  program  inspects  and 
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recommends  changes  to  improve  worker  safety  in  Montana  industries  as 
does  this  program.  The  emergency  medical  services  bureau  of  the  de- 
partment of  health  provides  first  aid  training  as  does  this  bureau. 

The  legislature  should  closely  examine  the  funding  of  all  these 
programs  and  eliminate  duplicative  efforts. 
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Fiscal 
1979 

FTE 

314.48 
320.28 

(5.8) 

DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

Biennium 

General  Fund   Other  Funds   Total  Funds 

Executive  Budget  314.48    $4,968,434    $30,222,785   $35,191,219 

LFA  Recommendation  320.28     5,321,684     19,005,570    24,251,942 

Executive  over  (under)  LFA  (5.8)      $(353,250)    $11,217,215    $10,939,277 

The  major  differences  between  the  recommendation  are  found  in  the 
health  planning,  management  services,  environmental  health  and  health 
services  budgets.   Through  all  programs  run  differences  caused  by  use 
of  differing  anticipations  of  cost  increases  and  availability  of  federal 
funds.   Typically  the  executive  anticipates  higher  cost  increases  and 
greater  availability  of  federal  funds. 

The  executive  recommends  three  additional  employees  for  health 
planning.   That  recommendation  also  contains  $265,000  for  a  health 
systems  agency  not  included  in  our  recommendation. 

We  recommend  continued  grants  to  local  health  departments  at  the 
current  level  while  the  executive  increases  these  grants  with  federal 
funds.   The  executive  adds  two  employees  to  the  management  services 
program. 

Recommendations  for  the  environmental  health  program  differ  concerning 
anticipated  costs  of  evaluating  variances,  environmental  impact  state- 
ments and  crushing  junk  cars.   We  anticipate  lower  costs  in  all  three 
areas.   These  differences  result  in  a  $1.5  million  greater  expenditure 
authority  recommended  by  the  executive.   The  executive  recommendation 
adds  legal  staff  and  hotel-motel  licensing  personnel  not  included  by 
the  fiscal  analyst. 
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The  health  services  division  would  receive  fourteen  more  employees 
in  our  recommendation  than  are  included  in  the  executive  recommendation. 
The  primary  difference  is  six  additional  staff  recommended  for  the 
women-infants  and  children  (WIC)  nutritional  program,  by  the  fiscal 
analyst.   Reductions  in  health  education,  nursing  and  migrant  health 
operations  and  elimination  of  the  heart  diagnostic  center  are  recommended 
by  the  executive. 

The  fiscal  analyst  recommends  expansion  of  the  Butte  tuberculous 
control  office.   This  will  allow  ceasing  tuberculosis  treatments  at 
Galen  hospital. 
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Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 

LFA  Recommended    %  Change 

Fiscal  Fiscal   Biennium 

1978  1979   1977  -  79 

FTE                        327.73       288.08       320.53  320.28 

Fund  Source 

General  Fund               $  2,584,5592  $  2,733,72s1  $  2,585,816  $  2,735,868 

Other  Funds-Appropriated      7,860,037    7,849,156    9,461,111  9,544,459   21.0 

Other  Funds-Budget  Amended    2,218,941  

Total  Funds              $12,663,537   $10,582,881  $12,046,927  $12,280,327   4.6 

Reversion-General  Fund  246,046 

Expenditures  By  Object 

Personal  Services          $  3,959,407   $  4,346,206   $  4,648,147  $  4,740,677   13.0 

Operating  Expenses           3,732,825    4,100,297    4,831,508  4,903,456  24.3 

Capital                       265,955       16,908      541,129  539,761  282.1 

Total  Operating  Costs     $  7,958,187   $  8,463,411   $10,020,784  $10,183,894   23.0 

Non-Operating  Costs        2,915,604    3,149,470    3,175,643  3,246,033   5.9 

Total  Expenditures         $10,873,791  $11,612,881   $13,196,427  $13,429,927  18.4 

Pass  Through                  637,640    1,030,000    1,149,500  1,149,600  37.9 

1.  Does  not  include  $412,423  remaining  of  1972  appropriation  for  water  pollution 
control  construction. 

2.  Does  not  include  $586,262  of  1972  appropriation  for  water  pollution  control 
construction. 


Summary 

The  recommended  total  expenditures  for  the  department  of  health  and 
environmental  sciences  is  up  18.4  percent  over  the  previous  biennium. 
This  increase  chiefly  reflects  federal  funds  that  were  underestimated  or 
unanticipated  in  the  appropriation  and  subsequently  added  in  $2.2 
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million  of  budget  amendments.   The  general  fund  appropriation  is  re- 
commended to  remain  virtually  unchanged  as  these  additional  funds  are 
placed  into  the  budget,  offsetting  in  many  cases  general  fund  ap- 
propriations.  The  recommended  general  fund  appropriation  for  fiscal  1978 
is  10.6  percent  above  that  actually  spent  in  fiscal  1976. 

Health  Planning  and  Resource  Development 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal        Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  11.37        12.50       12.50         12.50 

Fund  Source 


General  Fund 

$  71,606 

$144, 6751 

$127,694 

$127,694 

18 

1 

Other  Funds-Appropriated 

330,651 

248,965 

132,611 

137,710 

(53 

.4) 

Other  Funds-Budget  Amended 

78,603 
$480,860 

Total  Funds 

$393,640 

$260,305 

$265,404 

(39 

9) 

Reversion-General  Fund 

3,438 

Expenditures  By  Object 

Personal  Services 

$133,359 

$199,170 

$194,692 

$198,171 

18 

1 

Operating  Expenses 

40,478 

194,470 

65,613 

67,233 

(43 

5) 

Capital 

51 
$173,888 

Total  Operating  Costs 

$393,640 

$260,305 

$265,404 

(7 

4) 

Non-Operating  Costs 

248,665 

Total  Expenditures 

$422,553 

$393,640 

$260,305 

$265,404 

(35 

6) 

1.  Reflect  transfer  of  construction  program  from  facilities. 
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The  implementation  of  the  federal  health  planning  and  resource 
development  act  of  1974  (PL  93-641)  has  brought  organizational  and 
funding  changes  to  this  program.   Area  planning  groups  have  been  dis- 
continued and  Hill-Burton  construction  activities  of  the  department  have 
been  transferred  to  this  program.   In  addition,  a  federally  funded 
project  for  community  health  representatives  has  been  completed.   These 
changes  are  reflected  in  the  over  35  percent  drop  in  total  funding  and 
18.1  percent  rise  in  general  fund  appropriation  and  personal  services 
costs.   Nearly  $250,000  of  grants  to  area  planning  groups  will  be 
discontinued.   Additions  are  due  to  transferring  the  staff  and  other 
costs  of  Hill-Burton  construction  planning  from  the  health  facilities 
and  manpower  program. 

Health  Systems  Agency 

The  health  planning  and  resource  development  act  of  1974  created 
a  health  systems  agency  (HSA)  for  Montana.   The  agency  is  a  private  non- 
profit corporation  funded  by  the  federal  government.   The  HSA  is  to 
gather  and  analyze  health  data,  establish  health  plans  with  long  term 
goals,  provide  technical  and  financial  assistance  to  implement  these 
plans,  review  and  approve  or  disapprove  applications  for  federal  health 
funds,  assist  the  state  in  review  of  capital  expenditures  for  health 
facilities. 

The  HSA  is  to  receive  a  minimum  of  $175,000  and  up  to  50c  per 
capita  in  the  state  ($374,000)  of  federal  funding.   An  additional  25c 
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per  capita  or  ($187,000)  could  be  available  if  matched  by  non-federal 
funds  (for  example  state  general  funds).   However,  the  contribution  of 
these  funds  may  not  place  any  restrictions  on  the  use  of  contributed 
funds  under  the  provisions  of  the  federal  law. 

The  program  budget  requests  $130,000  in  fiscal  1978  and  $135,000  in 
1979  to  contribute  to  the  HSA.   It  is  not  recommended  that  such  a  re- 
quest be  approved.   The  lack  of  control  over  use  of  these  funds,  un- 
certainty of  the  HSA  needs  or  ability  to  attract  federal  matching  funds 
and  the  possible  conflict  between  the  agency  and  HSA  over  approval  of 
federal  health  grant  funds  indicates  that  the  state  interest  would  be 
served  by  not  becomming  involved  in  the  funding  of  this  independent 
agency. 

Personal  Services 

Vacancy  savings  of  2.5  percent  are  estimated  for  this  program. 

The  funding  for  the  director  was  reduced  to  allow  pay  at  step  1  of  the 

grade  starting  in  fiscal  1977  as  the  current  director  has  recently  resigned. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through 


Management  Services 


Actual 

Fiscal 

1976 

34.75 


$437,400 

208,403 

36,010 

$681,813 

107,723 


$446,673 

56,386 

5,396 

$508,455 
124,643 

$633,098 

122,684 


Appropriated 

Fiscal 

1977 

33.65 


LFA  Recommended 
Fiscal        Fiscal 
1978         1979 


34.65 


$466,375    $339,638 
220,164     336,505 


$686,539    $676,143 


34.65 


$408,667 
341,150 


$749,817 


$471,791 

188,448 

1,300 

$661,539 
155,000 


$490,087 

155,896 

5,160 

$651,143 
174,500 


$816,539    $825,643 


130,000 


149,500 


$498,746 

221,296 

4,775 

$724,817 
174,600 

$899,417 

149,600 


Total  expenditures  for  this  program  are  recommended  to  rise  19 
percent  while  general  fund  appropriation  falls  17.2  percent.   The  rise 
in  total  expenditures  is  chiefly  caused  by  the  requirement  to  pay  to  the 
department  of  administration  for  janitorial,  maintenance  and  utility 
costs  of  the  department's  state-owned  buildings.   This  adds  $75,102  in 
fiscal  1978  and  $134,604  in  fiscal  1979  to  the  budget.   The  fall  in 
general  fund  support  is  due  to  a  higher  indirect  cost  rate  anticipated 


%  Change 
Biennium 
1977  -  79 


(17.2) 
58.1 


4.2 


7.7 

54.1 
48.4 

17.6 
24.8 

19.0 

18.4 
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on  federal  funds.   The  rate,  7  percent  in  fiscal  1976,  is  expected  to 
rise  to  13  percent  in  fiscal  1978-79.   Also  contributing  to  this  lower 
cost  is  a  reversion  of  $107,723  in  general  fund  appropriation  in  fiscal 
1976. 

Personal  Services 

No  vacancy  savings  are  anticipated  for  the  program.   A  clerk  typist 
and  three  "aggregate"  positions  are  held  at  step  1  of  their  respective 
grades  each  year  of  the  biennium.   This  reflects  the  turnover  previously 
experienced  in  these  positions  and  the  probability  that  new  personnel 
will  be  entering  these  positions  annually. 

Operating  Expenses  -  Janitorial  and  Maintenance 

In  the  next  biennium  janitorial,  maintenance,  security  and  utilities 
will  be  included  in  agency  budgets  for  state-owned  buildings.   The 
amounts  are  based  upon  an  estimated  cost  of  $2  per  square  foot  per  year. 
Part  of  the  Cogswell  building  and  the  board  of  health  building  will  cost 
the  department  $75,102  to  maintain  in  fiscal  1978.   In  fiscal  1979  the 
highway  department  should  complete  its  new  building  and  vacate  the 
remainder  of  the  Cogswell  building.   This  will  increase  the  department 
of  health's  maintenance  cost  to  $134,604.   However,  this  cost  will  be 
partially  offset  by  eliminating  rental  costs  for  the  water  quality 
bureau  in  its  front  street  offices. 
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Recommended  Expansions 

The  department  requested  to  continue  a  field  representative  added 
by  budget  amendment  in  fiscal  1976.   This  person  would  assist  local 
physicians,  county  clerks,  and  hospital  personnel  to  improve  the  time- 
liness and  accuracy  of  vital  records.   The  funds  for  this  position  are 
84  percent  federal  and  16  percent  state.   The  continuation  appears 
warranted . 

Included  in  the  calculation  is  $8,120  in  fiscal  1978  and  $12,380  in 
fiscal  1979  to  pay  increased  cost  of  comprehensive  general  liability 
insurance. 

Expanded  Requests  -  Not  Recommended 

This  program's  highest  priority  expansion  request  is  to  add  a 
management  analyst.   This  position  was  to  work  with  budget  amendments 
and  departmental  planning.   This  expansion  is  not  recommended  as  the 
future  of  the  six  year  planning  system  has  not  yet  been  decided  and 
management  assistance  on  budget  and  planning  may  be  provided  through  the 
governor's  office  and  the  department  of  administration. 

The  second  priority  expansion  request  is  to  make  $130,000  and 
$145,600  in  grants  to  local  health  departments.   This  would  be  funded  80 
percent  from  the  general  fund.   This  expansion  is  not  recommended  as  the 
department  plans   to  make  the  grants  without  any  ''strings  attached". 
Despite  the  popularity  of  such  a  proposal,  the  granting  of  funds  without 
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commensurate  responsibilities  makes  it  difficult  to  justify.   Another 
reason  for  not  recommending  this  request  is  that  the  state  commission  on 
local  government  has  a  similar  but  much  larger  proposal  that  will  be 
evaluated  by  the  legislature. 

Funding  -  Indirect  Costs 

The  management  program  receives  funding  from  the  federal  government 
based  upon  a  fixed  percentage  of  personal  services  costs  paid  in  the 
agency.   In  fiscal  1976  the  rate  was  7  percent.   Indications  are  that 
the  rate  will  be  13  percent  in  the  next  biennium.   To  compute  the 
federal  funds  available  to  the  program,  the  13  percent  rate  is  applied 
to  applicable  federally-supported  personal  service  costs  throughout  the 
agency. 

Budget  Amendments 

The  department  received  approval  on  budget  amendment  41  to  spend 
$30,574  to  improve  the  quality  and  completeness  of  vital  registrations. 
This  is  a  continuation  of  amendment  #108  of  fiscal  1976  which  was  ap- 
proved by  the  finance  committee.   It  is  also  anticipated  this  effort 
will  continue  into  the  next  biennium  and  is  one  of  the  recommended 
expansions  for  this  program.   The  cost  is  borne  by  federal  sources. 
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Communicable  Disease  Control  Program 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


Actual 

Fiscal 

1976 

19.11 


$119,178 
231,179 

$350,357 

(4,189): 


$242,004 
48,778 


$290,782 


Appropriated 

Fiscal 

1977 

18.61 


$123,554 
239,945 


Fiscal 
1978 


19.81 


$183,129 
208,454 


lended 

%  Change 

Fiscal 

BI"?nnium 

1979 

1977   -  7' 

19.81 

$191,599 

54.4 

209,000 

(11.4) 

$363,499    $391,583 


$400,599   11.0 


$254,030 
109,469 


$275,651 

114,014 

1,918 


$281,299 

118,788 

512 


12.3 
47.1 


$363,499    $391,583     $400,599   21.1 


1.  This  budget  was  actually  overspent  but  funds  were  reallocated  within  the 
department  raising  the  appropriation  to  $135,989  in  FY-76  resulting  in  a 
$12,622  reversion. 


Recommendation  of  a  budget  expansion  for  tuberculous  control  is  the 
cause  of  the  21.1  percent  increase  of  total  expenditure  and  54.4  per- 
cent increase  of  general  fund  expenditures.   Federal  funds  are  less  than 
budgeted  in  fiscal  1977  as  per  department  anticipation.   Federal  funds 
spent  in  fiscal  1976  were  approximately  $167,000. 

Expansion  Recommended 

The  department  proposes  to  expand  the  Butte  tuberculosis  control 
office  to  handle  the  entire  TB  patient  load  at  Galen  state  hospital. 
This  would  require  $58,680  in  fiscal  1978  and  $61,049  in  fiscal  1979. 
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This  appears  to  be  a  less  costly  alternative  and  in  line  with  executive 
policy  to  decrease  institutionalized  populations.   We  recommend  that 
this  appropriation  be  offset  by  a  similar  reduction  in  the  general  fund 
appropriation  for  Galen. 

We  find  that  the  time  spent  in  Galen  by  those  with  tuberculosis 
in  many  cases  exceeds  100  days.   Modern  treatment  techniques  require 
hospitalization  and  isolation  for  a  person  of  1  to  2  weeks.   This  could 
be  accomplished  at  general  hospitals  now  operating  in  the  state.   The 
expansion  would  allow  consultation  with  participating  hospitals  and 
physicians  and  increased  follow-up  on  treated  cases  to  insure  effective- 
ness of  treatment.   In  addition,  it  includes  funds  for  diagnosis  and 
treatment  of  those  who  either  lack  funds  or  do  not  qualify  for  public 
assistance.   In  calendar  year  1975  there  were  94  cases  of  tuberculosis 
diagnosed.   The  communicable  disease  program  currently  provides  testing, 
drugs  and  follow-up  for  tuberculosis  victims. 

Expansion  Not  Recommended 

The  department  requests  funds  to  hire  a  microbiologist  for  lab- 
oratory epidemiologic  investigations.   The  request  is  based  upon  the 
presently  overworked  laboratory  personnel.   However,  the  lab  performs 
many  tests  for  the  private  sector  for  no  charge.   It  appears  that  the 
priority  for  currently  funded  staff  should  be  for  agency  functions  like 
epidemology . 
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The  highest  priority  request  of  the  program  is  to  add  a  nurse 
epidemiologist  to  provide  consultation  and  investigation  on  disease 
control  problems. 

Health  Care  Facilities  and  Manpower 


Actual 

Appropriated 

LFA  Recommended 

Fiscal 

Fiscal 

Fiscal        Fiscal 

1976 

1977 

1978         1979 

%  Change  j 
Biennium i 
1977  -  I 


FTE 

Fund  Source 


54.95 


35.70 


40.70 


40.70 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$ 
$1 

295,746 
577,925 
738,782 

,612,453 

$222, 4081 
612,431 

$   221,548 
1,123,568 

$   240,433 
1,128,769 

(10.8) 
89.2 

Total  Funds 

$834,839 

$1,345,116 

$1,369,202 

10.9 

Reversion-General  Fund 

32,580 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$ 

609,029 

332,278 

48,756 

$ 

564,000 

269,239 

1,600 

$   580,772 
259,144 
505,200 

$   591,658 
273,144 

504,400 

(.1) 
(11.5) 
1904.9 

Total  Operating  Costs 
Non-Operating  Costs 

$ 

990,063 

778,625 

$ 

834,839 
900,000 

$1,345,116 
1,000,000 

$1,369,202 
1,000,000 

48.7 
19.1 

Total  Expenditures 

$1 

,768,688 
514,956 

$1 

,734,839 
900,000 

$2,345,116 
1,000,000 

$2,369,202 
1,000,000 

34.6 

Pass  Through 

41.3 

1.  Reflects  transfer  of  construction  program  to  health  planning  and  resource 
development  ($79,500). 


Total  expenditures  for  health  facilities  and  manpower  rise  34.6 
percent  under  the  recommendation.   This  is  primarily  the  result  of 
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anticipated  increase  of  federal  Hill-Burton  medical  facilities  con- 
struction grants  and  emergency  medical  services  funds  added  by  budget 
amendment  in  fiscal  1976  and  1977.   Recommended  general  fund  appro- 
priation falls  10.8  percent  or  $56,173  as  a  result  of  transferring  the 
medical  facilities  construction  activities  (except  grants)  to  the  health 
planning  and  resource  development  program. 

Personal  Services 

Vacancy  savings  are  calculated  at  5  percent  based  upon  experience 
exceeding  9  percent  in  fiscal  1976.   Turnover  anticipation  resulted  in 
holding  a  clerk  typist  and  one  nursing  home  and  hospital  inspector 
position  at  entry  level  in  each  year  of  the  biennium. 

Highway  Alcohol  Testing  -  Funding 

The  laboratory  division  requests  general  fund  co  support  the  high- 
way alcohol  testing  operation.   This  costs  $50,449  in  fiscal  1978  and 
$51,452  in  fiscal  1979.   The  operation  had  previously  been  funded  with 
highway  traffic  safety  funds.   We  recommend  the  continued  allocation  of 
highway  traffic  safety  funds  to  the  program. 

Transfer  of  Operations  -  Hill-Burton 

The  Hill-Burton  construction  activities  of  this  program  (except 
grants)  have  been  transferred  to  the  health  planning  and  resource 
development  program.   This  is  a  result  of  implementing  the  federal 
health  planning  and  resource  development  act. 
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Operating  Expenses 

Contracted  services  of  $22,490  and  $23,140  for  fiscal  1978  and  1979 
respectively  are  recommended.   These  amounts  include  $10,000  each  year 
for  a  contract  with  the  communications  division  of  the  department  of 
administration  for  support  of  the  emergency  medical  system  communica- 
tions network. 

Other  expenses  of  $20,000  and  $20,940  requested  by  the  agency  are 
not  recommended  as  no  anticipated  purpose  for  the  expenditure  could  be 
identified . 

Expansion  Request 

The  department  requests  $846,748  in  fiscal  1978  and  $863,500  in 
fiscal  1979  for  emergency  medical  services  expansion.   This  request 
includes  $164,958  and  $170,803  from  the  state  general  fund.   The  ob- 
jective is  to   hire  five  FTE,  two  regional  EMS  coordinators  and  three 
secretaries  to  implement  a  statewide  emergency  medical  system.   Am- 
bulance and  other  emergency  medical  equipment  would  be  purchased. 

We  recommend  that  the  expenditure  of  federal  funds  be  authorized. 
The  federal  funds  ($681,790  in  fiscal  1978  and  $692,697  in  fiscal  1979) 
will  provide,  in  conjunction  with  the  currently  funded  program,  an  adequate 
emergency  medical  system.   Appropriating  state  funds  could  serve  to 
establish  a  level  of  effort  that  could  not  be  lowered  without  losing 
all  federal  funds.   In  the  long  term  federal  funds  will  be  withdrawn 
completely  and  the  state  will  have  to  maintain  the  program  it  can 
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afford.   An  unnecessary  committment  of  state  funds  now  will  encourage 
over -expansion  of  this  program  which,  later,  when  federal  funds  are 
withdrawn  may  prove  difficult  to  continue. 

The  federal  funds  have  been  spent  by  approved  budget  amendment  in 
fiscal  1976  and  1977. 

Budget  Amendments 

This  program  has  received  approval  on  budget  amendment  #45  to 
expend  $423,326  for  emergency  medical  services.   This  is  to  pay  four 
additional  FTE,  their  expenses  and  to  fund  local  communities  to  pur- 
chase emergency  medical  equipment.   This  amendment  is  similar  to  budget 
amendment  //19  approved  by  the  legislative  finance  committee  in  fiscal 
1976.   The  funding  source  is  the  same  to  be  used  to  finance  expansion  in 
the  next  biennium. 
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Environmental  Health 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

$   886,397 

2,107,161 

715,645 


FTE  116.33 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

1.  Same  as  communicable  disease  control. 


97.28 


$  974,155 
2,113,697 


115.53 


115.28 


$  980,412   $   996,765 
2,471,573    2,507,179 


6.3 

18.0 


$3,709,203    $3,087,852  $3,451,985   $3,503,944    2.3 
(53.200)1 


$1,502,384 

$1,561,355 

$1,814,765 

$1,854,662 

19.8 

703,477 

551,231 

740,798 

681,728 

13.4 

163,230 

8,009 

22,492 

23,334 

(73.2) 

$2,369,091 

$2,120,595 

$2,578,055 

$2,559,724 

14.4 

704,786 

967,257 

873,930 

944,220 

8.7 

$3,073,877 

$3,087,852 

$3,451,985 

$3,503,944 

12.9 

The  recommended  appropriation  for  this  program  is  up  6.3  percent 
from  the  general  fund  and  18  percent  from  federal  funds.   The  larger 
increase  in  federal  appropriation  is  due  to  new  federal  funds  available 
for  safe  drinking  water  and  statewide  water  quality  planning.   These 
operations  were  begun  in  late  fiscal  1976  by  budget  amendment.   Another 
expansion  begun  in  1976  by  budget  amendment  is  evaluation  of  requests 
for  variances  from  air  quality  standards.   Fees  are  collected  for  variance 
evaluation  from  the  requestor.   Increases  in  personal  services  and 
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operating  expenses  are  also  a  result  of  the  previously  mentioned  ex- 
pansions. The  decline  in  equipment  expenditures  reflects  large  pur- 
chases of  laboratory  and  field  monitoring  equipment  in  fiscal  1976. 

Personal  Services 

Vacancy  savings  were  estimated  at  3  percent  for  this  program  based 
upon  past  experience  of  over  5  percent.   Turnover  of  laboratory  tech- 
nicians experienced  in  the  past  was  allowed  for  by  holding  two  positions 
at  entry  level  each  year  of  the  biennium. 

Operating  Expenses 

Operating  expenses  were  estimated  on  the  basis  of  fiscal  1976  ex- 
perience and  allowances  for  anticipated  cost  increases.   In  the  case 
of  contracted  services,  rent  and  other  expenses,  additional  adjustments 
were  required. 

Consultant  and  professional  services  of  $15,500  were  allowed  each 
year  based  upon  agency  documentation.   The  agency  had  requested  appro- 
ximately $33,000  each  year  but  could  only  show  plans  for  the  $15,500 
recommended . 

Rent  was  reduced  in  the  second  year  of  the  biennium  to  take  account 
of  the  completion  of  the  new  highway  building.   When  this  is  occupied 
the  highway  department  will  vacate  its  offices  in  the  Cogswell  building 
allowing  the  water  quality  bureau  now  housed  in  rented  offices  on  Front 
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street  to  move  in.   The  rent  is  adjusted  based  upon  a  January  1,  1979 
move.   The  highway  department  should  leave  in  late  summer  or  early  fall 
and  the  remaining  months  of  1978  can  be  used  to  remodel  offices  for 
occupancy. 

"Other"  expenses  of  $300,000  each  year  were  requested  by  the  agency 
for  junk  car  crushing.   This  amount  was  not  recommended  as  it  has  pre- 
viously been  funded  but  not  spent. 

Expansions  Recommended 

Five  projects  which  have  been  added  by  budget  amendment  in  fiscal 
1976  and  1977  are  recommended.   These  programs  are  all  totally  federal 
funded.   They  are:   1)  a  sediment  control  project;  2)  statewide  water 
quality  (sec.  208)  planning;  3)  implementation  of  the  federal  safe 
drinking  water  act;  4)  a  study  of  the  effects  of  logging  on  water 
quality;  5)  a  consumer  product  safety  program. 

The  division  requests  $443,000  in  fiscal  1978  and  $463,000  in 
fiscal  1979  to  evaluate  information  to  approve  variances  from  air 
quality  standards.   We  recommend  that,  as  the  agency  cannot  now  identify 
any  anticipated  projects,  the  appropriation  be  set  at  $100,000  each  year 
in  line  with  the  current  year's  operations.   The  funds  for  this  effort 
come  from  fees  charged  the  requestors  of  the  variances.   If  additional 
projects  should  occur,  an  expansion  could  be  approved  by  supplemental 
appropriation. 
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Expansions  Not  Recommended 

The  subdivision  bureau  requests  the  addition  of  one  FTE  in  fiscal 
1978  and  another  1.5  FTE  in  fiscal  1979.   These  are  needed  to  lower  the  approval 
time  on  new  subdivision  requests  and  for  anticipated  increased  sub- 
division activities.   The  current  approval  time  is  from  2  to  4  weeks. 
This  expansion  request  is  not  recommended  as  2  to  4  weeks  appear  to  be 
an  adequate  time  to  evaluate  subdivision  requests.   The  subdivider 
could  avoid  delays  by  giving  plans  to  the  subdivision  bureau  longer  in 
advance  of  construction.   Estimates  of  increased  subdivision  activity  seem 
tenuous.   Expansion  could  be  made  by  supplemental  appropriation  as  ad- 
ditional fees  are  generated  by  subdivision  applications. 

The  food  and  consumer  safety  bureau  requests  2.16  FTE  to  place 
consultant  sanitarians  in  Missoula  and  Billings.   This  is  not  recom- 
mended as  the  benefit  of  this  addition  is  not  clear. 

The  division  requests  to  retain  one  current  level  position  for  a 
mosquito  control  research  program  and  characterizes  the  request  as  an 
expansion.  The  position  has  already  been  funded  at  current  level  and 
the  expanded  request  is  unnecessary. 

The  legal  division  requests  funds  to  add  2.5  FTE  in  fiscal  1978  and 
4.25  FTE  in  fiscal  1979.   These  positions  would  be  funded  from  the  state 
general  fund.   The  request  is  not  recommended  as  the  department  cur- 
rently has  a  legal  staff  of  4  lawyers.   This  is  increased  by  one  added 
under  the  statewide  water  quality  (Sec.  208)  addition.   Expansion  should 
be  funded  more  from  federal  sources.   Many  of  the  environmental  standards 
are  determined  by  or  in  reaction  to  federal  mandates.   The  agency  should 
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determine  within  its  current  activities  the  appropriate  legal  staff  and 
make  the  necessary  trade  offs. 

The  division  requests  2  FTE,  a  technical  writer  and  economist  to 
prepare  environmental  impact  statements.   It  is  not  recommended.   The 
The  expansion  of  scope  to  include  economic  impacts  if  this  is  necessary 
could  be  accomplished  by  interagency  cooperation  with  the  departments  of 
community  affairs,  labor  and  industry  and  natural  resources. 

Budget  Amendments  Approved  in  Fiscal  1977 

#47  -  This  amendment  allows  $101,200  of  fees  collected  for  variances 
to  be  spent.   This  will  pay  contracted  services  for  analysis  of  the 
need  for  variance  and  company  plans  to  meet  air  quality  standards.   A 
similar  budget  was  approved  in  fiscal  1976.   The  fees  are  authorized  by 
S.B.  51  of  the  44th  legislature. 

#75  -  This  amendment  approves  the  expenditure  of  $5,000  for  a  three- 
day  workshop  for  25  supervisors  of  sewage  treatment  facilities.   This  is 
a  one-time  project  involving  no  future  state  committements. 

#82  -  This  amendment  approves  the  expenditure  of  $327,160  for 
variance  projects.   These  projects  were  approved  by  budget  amendment 
#109  in  fiscal  1976.   The  projects  are  listed  below. 
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Project   Amount 


A 

$   4,933 

B 

9,127 

C 

3,286 

D 

260,000 

E 

22,438 

F 

8,257 

G 

9,295 

H 

9,824 

Title 

Yellowstone  River  Modeling  Study 
Billings  -  Waste  Load  Study 
Tongue  River  Reservoir 
Statewide  "208"  Projects 
Hughsville  Study 
Hebgen  Lake  Study 
Groundwater  Study 
Irrigation  Study 

#84  -  This  amendment  approves  the  expenditure  of  $491,105  for 

various  water  quality  projects.   These  projects  have  been  approved  by 

budget  amendment  32,  68  and  188  in  fiscal  1976.   The  projects  are  as 

follows: 

Title 


Public  Water  Supply 
Pesticide  Disposal 
Poplar  River  Study 
0WRC  Yellowstone  River  Basin 
U.S.  Forest  Service  Study 
OWRC  Saline  Seep 
EPA  Sediment  Project 
Areawide  208  Projects 


Projecc 

Amount 

A 

$177,000 

B 

100,000 

C 

3,551 

D 

13,444 

E 

15,000 

F 

17,954 

G 

85,940 

H 

78,216 

These  budget  amendments  should  to  the  extent  possible  assist  in  the 
reversion  of  general  fund.  For  a  discussion  of  this  required  reversion, 
see  health  services  program. 
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Water  and  Waste  Water  Operations 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Riennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  .50  .50         .50  .50 

Fund  Source 

Other  Funds-Appropriated     $11,436        $12,472     $12,339      $12,590    4.3 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 


$  7,351 

$  6,778 

$  6,924 

$  7,060 

(1.0) 

4,085 

5,694 

5,415 

5,530 

11.9 

$11,436 

$12,472 

$12,339 

$12,590 

4.3 

Total  Expenditures 

There  are  no  significant  changes  in  this  program.   It  is  funded  from 
license  fees. 


602 


Page  24  -  Health 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Health  Services 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

90.72 


$   774, 2321 
4,393,2821 
649,901 


89.84 


96.84 


$  802,558x  $   733,395 
4,401,4821  5,176,061 


96.84 


$  770,710   (4.6) 
5,208,061  18.1 


$5,817,415i   $5,204,040i  $5,909,456   $5,978,771   7.9 
159,694 


$1,018,607  $1,289,082  $1,285,256 

2,547,343  2,781,746  3,490,628 

48,522  5,999  6,359 

$3,614,472  $4,076,827  $4,782,243 

1,058,885  1,127,213  1,127,213 


$1,309,081  12.4 
3,535,737   31.8 
6,740  (76.0) 


$4,851,558   25.3 
1,127,213   3.1 


$4,673,357    $5,204,040  $5,909,456   $5,978,771   20.4 


1.  The  following  funds  were  appropriated  to  the  department  of  health  but  were 
transferred  to  the  department  of  institutions  under  authority  of  Chapter  289, 
Laws  of  1975. 


General  Fund 
Federal  Funds 


1976 

$593,227 
225,000 

$818,227 


1977 

$634,400 
200,000 

$834,400 


The  apparent  4.6  percent  decline  in  general  fund  appropriation  is 
misleading  for  this  program  as  much  of  the  fiscal  1976  appropriation  was 
reverted.   The  fiscal  1978  recommended  appropriation  is  19.4  percent 
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higher  than  the  fiscal  1976  actual  general  fund  expenditure.   The  31.8 
percent  increase  in  operating  expenses  primarily  reflects  a  higher  level 
of  federal  maternal  and  child  health  and  crippled  children  funds.   This 
higher  level  began  in  late  fiscal  1976  and  was  added  by  budget  amendment 
in  fiscal  1976  and  1977. 

Personal  Services 

Vacancy  savings  was  calculated  at  8  percent  for  the  health  services 
program.   In  fiscal  1976  the  rate  exceeded  14  percent. 

Several  positions  had  experienced  high  turnover  in  fiscal  1976. 
There  is  no  reason  to  believe  this  will  cease.   Two  administrative 
aides,  one  accounting  clerk,  one  clerk  steno  and  one  professional 
position  were  held  at  entry  level  each  year  of  the  biennium.   This  takes 
account  of  the  anticipated  turnover  and  the  fact  that  new  employees  will 
be  starting  at  entry  level. 

Three  positions  which  have  recently  become  vacant  were  lowered  to 
entry  level  in  fiscal  1977. 

An  aggregate  position  for  part  time  help  was  maintained  at  step  1 
each  year  of  the  biennium  as  part  time  employees  are  not  eligible  for 
annual  step  increases. 
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Expansions  Recommended 

Increased  funds  and  staff  for  the  women,  infant  and  children  food 
supplement  program  is  recommended.   This  program  is  100  percent  funded 
by  the  U.S.  department  of  agriculture  and  is  a  high  priority  of  the 
health  services  program.   The  expansion  adds  six  FTE  and  $304,000  in 
fiscal  1978  and  $320,000  in  fiscal  1979.   The  expansion  has  been  ap- 
proved by  budget  amendment  //97  in  fiscal  1977. 

We  recommend  $40,754  in  fiscal  1978  and  $42,905  in  fiscal  1979  for 
infant  screening.   The  funds  come  from  the  general  fund.   This  was 
previously  funded  from  federal  funds  but  is  no  longer  eligible.   It 
provides  for  laboratory  tests  and  consultations  to  determine  infant 
errors  of  metabalism  on  new-borns.   This  service  is  mandated  by  Section 
69-6710  through  69-6712  R.C.M. 

We  recommend  expansion  in  maternal  and  child  health  and  crippled 
children  of  $228,000  in  fiscal  1978  and  $243,000  in  fiscal  1979.   These 
expansions  expend  additional  federal  funds  made  avaiable  under  these 
programs.   The  funds  will  purchase  medical  services  fcr  handicapped 
children.   This  expansion  has  been  approved  by  budget  amendment  in 
fiscal  1976  and  1977. 

We  recommend  approval  of  $21,000  in  fiscal  1978  and  $22,000  in 
fiscal  1979  to  expand  home  health  services  to  75  percent  of  the  state 
population.   The  funds  are  100  percent  federal.   This  should  be  bene- 
ficial to  the  state  as  home  health  services  provide  an  alternative  to 
institutional  or  nursing  home  care. 
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We  recommend  $10,000  in  fiscal  1978  and  $11,000  in  fiscal  1979  of 
federal  funds  for  the  Anaconda  Flour ide  mouth  rinse  project.   It  has 
been  approved  by  budget  amendment  in  fiscal  1976  and  1977. 

Expansions  Not  Recommended 

The  highest  priority  expansion  request  of  the  program  within  its 
priority  budget  is  for  additional  funds  for  the  handicapped  children 
programs.   In  the  previous  section  we  recommend  approval  of  the  ad- 
ditional federal  funds  available  for  maternal  and  child  health  and 
crippled  children  programs.   The  department  also  requests  $1,121,353 
from  the  general  fund  in  the  biennium  for  this  program.   Most  of  the 
funds  would  provide  medical  services.   We  do  not  recommend  the  request 
because  data  regarding  services  presently  provided  by  medicaid,  medicare, 
private  insurance,  and  the  current  program  is  not  clear.   The  department 
has  not  presented  a  convincing  case  that  a  significant  "services  gap" 
exists. 

The  department  requests  $220,000  of  federal  Title  XX  funds  received 
under  contract  from  SRS,  continuing  an  expansion  added  by  budget  amend- 
ment for  family  planning.   We  recommend  only  $200,000  of  the  request. 
The  department  is  spending  nearly  $600,000  per  year  on  family  planning. 
The  low  income  are  eligible  to  receive  family  planning  services  paid  for 
by  medicaid.   Family  planning  services  are  available  to  others  on  a  fee 
for  service  basis. 
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Title  XX  funds  are  available  from  many  programs  in  the  state, 
including  social  services,  day  care,  services  for  the  aged  and  develop- 
mentally  disabled  and  mentally  ill.   The  state  is  given  a  fixed  amount: 
$8.7  million  per  year.   In  the  next  biennium  the  demands  for  Title  XX 
funds  exceed  the  amount  available.   Thus,  any  savings  in  Title  XX  use 
can  be  immediately  converted  to  general  fund  savings.   We  suggest  that 
this  expansion  be  viewed  as  though  it  were  funded  wholly  from  the  state 
general  fund. 

Budget  Amendments 

This  program  received  approval  to  spend  $1,030,549  in  fiscal  1977 
by  budget  amendment  //97 .   This  amendment  takes  account  of  federal  funds 
made  available  above  the  amount  anticipated  in  the  fiscal  1977  legis- 
lative budget  appropriation.   The  funds  are  available  from  increased 
federal  maternal  and  child  health  appropriation,  crippled  children 
appropriation  and  women,  infants  and  children  allocations.   Also  in- 
cluded are  continuation  of  projects  funded  in  fiscal  1976  including  the 
community  nurse  exchange  program,  Anaconda  flouride  mouth  rinse  project, 
dental  advisory  council,  bicentennial  health  education  projects,  hyper- 
tension project,  and  dietary  management  project.   Additional  funds  were 
also  made  available  for  medicaid  screening  of  children  from  SRS  and 
federal  Title  X  family  planning  funds.   Most  of  these  expansions  occurred 
during  fiscal  1976  also  and  were  approved  by  budget  amendment. 
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The  program  secured  approval  to  expend  $250,560  of  Title  XX  funds 
received  for  family  planning.   A  similar  amount  had  been  added  in  fiscal 
1976  by  budget  amendment. 

In  approving  the  amendments  in  fiscal  1976  the  legislative  finance 
committee  recommended  that  the  department  revert  to  the  general  fund 
amounts  that  had  been  added  in  the  previous  session  to  offset  the  de- 
partment's anticipated  decrease  in  available  federal  funds.   The  amount 
added  in  fiscal  1977  was  $188,287. 
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DEPARTMENT  OF  COMMUNITY  AFFAIRS 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  162.48   $4,113,009     $30,681,353   $34,794,362 

LFA  Recommendation  146.31    3,284,541      26,436,793    29,721,334 

Executive  over  (under)  LFA         16.17     $828,468      $4,244,560    $5,073,028 

A  large  expansion  in  the  state's  economic  development  effort  re- 
commended by  the  executive  is  the  major  difference  from  our  recommendation. 
The  executive  recommends  a  council  of  economic  advisors,  a  19  FTE 
economic  development  division  and  funds  for  a  trade  fair  and  local 
assistance.   We  do  not  concur  but  recommend  holding  the  effort  at  current 
level.   The  present  performance  of  these  "economic  development" 
efforts  does  not  seem  to  merit  expansion  of  the  effort.   We  question 
whether  the  present  funding  level  is  justified  in  terms  of  identifiable 
services  rendered. 

The  executive  recommends  transferring  the  physical  fitness  and 
state-local  coordinator  functions  to  this  agency.   These  have  been 
funded  in  the  Governor's  office.   We  recommend  these  programs  be 
eliminated  and  duties  be  absorbed  by  the  department  in  line  with  its 
current  objectives. 

The  executive  recommends  purchase  of  two  aircraft  and  increased 
grants  and  loans  for  airport  development.   We  recommend  that  imple- 
mentation of  the  state  aircraft  pool  law  and  better  travel  scheduling 
will  allow  present  aircraft  to  meet  state  needs.   We  do  not  recommend 
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the  increase  in  grants  and  loans  as  they  will  necessitate  a  tax  in- 
crease. 

The  executive  recommends  additional  employees  for  the  housing  and 
Indian  affairs  programs.   These  are  not  included  in  our  recommendation. 

We  recommend  a  $1  million  expansion  in  the  highway  traffic  safety 
program  to  reduce  highway  deaths.   The  executive  recommendation  does 
not  include  such  expansion. 
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Appropriated 

Fiscal 

Fiscal 

1976 

1977 
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DEPARTMENT  OF  COMMUNITY  AFFAIRS 

LFA  Recommended     %  Change 
Fiscal       Fiscal   Biennium 
1978         1979    1977  -  79 

FTE  143.97       143.97      146.31       146.31 

Fund  Source 

General  Fund               $  2,173,752   $  2,011,7611  $  1,659,262  $  1,625,279  (21.5) 
Other  Funds-Appropriated      7,997,595   11,175,725   13,254,012   13,182,781   37.9 
Other  Funds-Budget  Amended    1,038,051  

Total  Funds  $11,209,398   $13,187,4861  $14,913,274  $14,808,060  21.8 

Reversion-General  Fund  203,021 

Expenditures  By  Object 

Personal  Services  $  2,108,437   $  2,388,562   $  2,422,681  $  2,452,577   8.4 

Operating  Expenses  1,051,697      924,733      914,008     923,846   (7.0) 

Capital  121,914       61,600       57,115      61,218  (35.5) 

Total  Operating  Costs     $  3,282,048  $  3,374,895   $  3,393,804  $  3,437,641   2.6 
Non-Operating  Costs         6,681,025   15,600,257   17,288,760  16,982,919  53.8 

Total  Expenditures  $9,963,0732  $18,975,152   $20,682,564  $20,420,560  42.0 

Pass  Through  $4,790,447   $5,853,231   $5,769,290  $5,612,500 

1.  $65,565  appropriated  to  Indian  affairs  for  a  task  force  is  not  expected  to  be 
spent . 

2.  Total  expenditures  are  considerably  less  than  the  sum  of  appropriated  and  non- 
appropriated (pass  through)  primarily  because  $1.7  million  of  human  resources 
federal  appropriation  was  not  spent,  being  accounted  for  as  "pass  through" 
instead,  and  $3.45  million  of  coal  tax  appropriation  was  not  expended. 

Summary 

The  department  of  community  affairs  is  recommended  to  receive  a 
21.5  percent  or  $900,972  reduction  in  general  fund  appropriation.   Total 
expenditures  will  rise  by  42  percent.   The  reduced  general  fund  reflects 
the  end  of  two  one-time  projects.   Grants  to  local  government  study 
commission  of  $911,700  and  the  Indian  task  force  appropriation  of  $127,665 
are  non-recurring  items.   The  work  of  the  study  commission  to  be  com- 
pleted in  1976  and  the  Indian  task  force  has  been  dissolved  by  executive 
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action.   After  allowance  is  taken  for  these  deletions,  the  general  fund 
appropriation  increases  4.4  percent  for  on-going  operations.   Major 
causes  of  the  increase  are  $200,000  recommended  to  match  federal  funds 
for  economic  development  projects  and  $70,000  to  reimburse  the  aeronautics 
earmarked  revenue  account  for  the  Governor's  air  travel. 

The  major  causes  of  increased  total  expenditures  are  nearly  $10 
million  additional  coal  tax  revenues  for  local  impact  grants  and  $1 
million  additional  for  highway  traffic  safety  projects. 

Major  issues  in  this  budget  include  large  expansions  requested  in 
aeronautics,  economic  development,  planning,  highway  safety,  and  housing 
programs.   A  reorganization  of  district  coordination,  placing  them  in 
the  director's  office,  causes  many  money  and  manpower  moves. 

Personal  services  costs  rise  8.4  percent  with  the  addition  of  2.34 
FTE.   The  cost  is  based  upon  the  current  salary  plan  allowing  annual 
step  increases.   Vacancy  savings  resulting  from  unfilled  positions  due 
to  slow  replacement  or  late  start,  are  calculated  from  past  experience. 
Turnover  savings,  resulting  from  new  employees  beginning  at  step  1  of 
the  respective  classifications,  are  calculated  where  considerable  turn- 
over is  apparent.   Employee  benefits  for  each  program  are  based  upon 
actual  1976  experience  with  allowance  given  for  anticipated  increases  of 
public  employees  retirement  systems  deductions  (.4%  FY-78  and  .68%  for 
FY-79) .   Any  other  change  in  personal  services  are  discussed  in  the 
program  analysis. 

Operating  expenses  are  recommended  to  fall  seven  percent.   The 
decrease  is  mainly  caused  by  not  allowing  continued  costs  of  fiscal  1976 
budget  amendments. 
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Capital  expenses  fall  35.5  percent,  primarily  reflecting  the 
purchase  of  an  aircraft  in  fiscal  1976  by  the  aeronautics  division. 

Non-operating  costs  rise  53.8  percent  as  a  result  of  additional 
coal  tax  revenues  for  local  impact  and  planning  assistance  and  additional 
highway  safety  grants. 


Aeronautics 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Acutal 

Fiscal 

1976 

19.84 


$721, 9011 
35,478 


Appropriated 

Fiscal 

1977 

18.84 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


$739,681 


18.84 


$70,000 
817,360 


18.84 


$809,463   11.3 


$757,379     $739,681   $887,360     $809,463   13.4 


$251,332 

281,038 

89,357 

$621,727 
62,852 


$296,123 

199,558 

44,000 

$539,681 
200,000 


$283,743 

265,317 

44,300 

$593,360 
294,000 


$289,263  4.7 

275,582  12.5 

44,618  (33.3) 

$609,463  3.6 

200,000  87.9 


$684,579     $739,681   $887,360     $809,463   19.1 


1.  $2,500  transferred  to  central  services. 

Summary 

The  recommended  13.4  percent  increase  reflects  catch-up  and  on- 
going costs  of  the  state  aircraft  pool  and  costs  of  getting  the  local 
assistance  program  in  full  operation.   The  increase  of  12.5%  in  operating 
expense  allows  full  operation  of  the  aircraft  pool  as  in  fiscal  1976. 
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The  actual  increase  will  likely  be  much  smaller  as  the  fiscal  1977 
operating  expenses  appear  considerably  underestimated.   The  87.9%  in- 
crease in  non-operating  costs  is  a  result  of  insignificant  local  as- 
sistance granted  in  fiscal  1976  and  $94,000  reimbursement  to  the  aero- 
nautics earmarked  account  in  fiscal  1978. 

It  is  recommended  that  the  lc  or  100%  increase  in  the  aviation  fuel 
tax  not  be  allowed.   Placing  of  the  aircraft  pool  on  a  revolving  fund 
basis  and  restraint  in  expansion  of  division  operations  will  allow 
continued  operations  at  current  level  without  this  increase. 

Aircraft  Pool  Operations  -  Funding 

It  is  recommended  that  the  state  aircraft  pool  be  funded  on  a 
revolving  account  basis.   The  division  has  already  initiated  this  with 
the  establishment  of  account  07200  in  July  1976.   Full  costs  including 
staff,  administration,  operating  expenses,  fuel,  rentals,  charters, 
maintenance  and  replacement  should  be  used  to  determine  amounts  and 
recovered  by  charges.   The  recommended  funding  for  the  revolving  account 
is  $206,749  in  fiscal  1978  and  $213,354  in  fiscal  1979.   These  take 
account  of  $80,000  per  year  allowed  for  rentals  and  charters  not  in- 
cluded in  the  division  request. 

Governor's  Air  Transportation 

The  division  has  requested  $70,000  be  appropriated  to  reimburse  the 
aeronautic 's  earmarked  revenue  account  for  the  cost  of  air  transpor- 
tation provided  the  governor.   It  is  recommended  that  an  appropriation 
from  the  general  fund  be  made  for  this  purpose. 
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Accountability  and  cost  control  could  be  improved  in  the  future  by 
allowing  the  Governor  to  include  these  costs  in  his  office's  budget.   The 
office  would  then  be  billed  for  air  transportation  and  pay  the  aircraft 
pool  in  the  same  manner  as  other  state  agencies. 

Operating  Losses 

The  agency  has  requested  $24,000  from  the  general  fund  to  pay  for 
operating  losses  of  the  aircraft  pool.   The  funds  should  come  from  the 
aeronautics  capital  replacement  account.   The  capital  replacement 
account  authorized  by  Section  1-1102  R.C.M.  is  to  receive  funds  as  a 
result  of  any  surplus  from  use  charges  (see  Section  1-1102(5)).   How- 
ever, in  this  case  a  deficit  on  operations  indicates  that  no  surplus 
exists  and  funds  should  pay  for  operations  rather  than  accumulate  in  the 
replacement  account.   The  replacement  account  had  a  $50,121  balance  at 
the  beginning  of  fiscal  1977. 

Personal  Services 

Personal  services  costs  were  based  upon  maintaining  the  current 
staff  and  salary  plan  allowing  the  legislated  year  to  year  step  in- 
creases from  the  fiscal  1976  base.   Vacancy  savings  which  totaled  about 
9%  in  fiscal  1976  were  calculated  at  6%  of  salaries  for  fiscal  1978  and 
1979.   Turnover  calculations  resulted  in  the  maintenance  of  all  part- 
time  positions  at  step  1  of  their  respective  grades.   Part-time  positions 
are  unlikely  to  be  filled  by  the  same  employee  year  after  year  and  the 
time  required  for  a  step  increase  precludes  annual  step  increases  for 
part-time  employees.   Amounts  for  employee  benefits  were  increased  in 
fiscal  1978  and  1979  to  allow  for  expected  contribution  charges. 
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Operating  Expenses 

Operating  expenses  in  most  cases  were  allowed  on  the  basis  of 
fiscal  1976  experience  with  allowances  for  inflation.   Exceptions  to 
this  were  where  the  agency  indicated  different  amounts  would  be  requ  red 
or  in  certain  items  such  as  contracted  services  which  are  not  generally 
of  a  recurring  nature. 

Capital 

A  large  (33.3%)  drop  in  capital  expenditures  reflects  the  purchase 
of  a  plane  in  fiscal  1976. 

Non-Operating  Costs 

It  is  recommended  that  the  full  $200,000  a  year  for  grants  and 
assistance  to  local  airports  be  appropriated.   The  grants  could  be  in- 
creased to  $300,000  per  year  in  the  1981  biennium  while  not  increasing 
taxes . 

Included  in  non-operating  costs  are  the  $94,000  reimbursements  to 
the  earmarked  revenue  account  previously  discussed. 

Budget  Amendments 

The  agency  received  a  budget  amendment  for  $35,478  to  fund  an 
airport  planner  in  fiscal  1977.   Aeronautics  anticipates  this  effort 
will  be  continued  indefinitely  with  federal  funds.   The  legis^tive 
finance  committee  heard  a  similar  request  in  fiscal  1976  and  denied  the 
amendment.   It  appears  little  additional  service  would  be  gained  and  the 
functions  performed  do  not  provide  a  necessary  output  to  the  performance 
of  aeronautics  functions. 
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Requested  Expansions  -  Not  Recommended 

The  agency  requested  funds  to  continue  the  airport  planner  dis- 
cussed above.   Funds  were  to  come  from  the  federal  aviation  administra- 
tion. 

The  agency  requested  general  fund  appropriations  to  take  over  and 
expand  the  current  aviation  education  effort.   It  is  recommended  that  if 
this  education  program  properly  relates  to  promotion  of  aviation  and  air 
safety  it  should  be  continued  to  be  funded  from  the  aeronautics  ear- 
marked revenue  fund. 

The  agency  requested  funds  to  purchase  three  new  aircraft  in  the 
biennium.   These  moneys  would  be  used  to  replace  the  currently  owned 
Queen  Aire  with  a  pressurized  all  weather  twin  engined  plane,  purchase  a 
light  all  weather  twin  engined  plane  and  purchase  a  six  place  single 
engine  plane  similar  to  the  Beach  A36  presently  owned.   It  is  recom- 
mended these  purchases  not  be  made  for  several  reasons: 

-  The  Queen  Aire  currently  owned  may  be  operated  at  a  lower  cost 
than  the  purchase  and  operation  of  a  new  plane  would  allow; 

-  It  is  not  apparent  that  there  is  sufficient  usage  of  the  aircraft 
pool  to  cover  the  purchase  costs  of  these  new  planes.   (The  agency  re- 
quested the  funds  from  the  state  general  fund.   However,  this  results  in 
an  undue  share  of  air  transportation  costs  falling  on  the  general  fund 
as  much  use  of  the  pool  is  by  federal  or  earmarked  funded  agencies. 

We  therefore  recommend  the  purchase  of  future  equipment  be  from  funds 
derived  from  user  charges.)   The  past  operation  of  the  aircraft  pool  on 
a  deficit  basis  indicates  either  inefficient  operation  or  undercharging 
for  aircraft  usage.   If  rates  are  to  rise,  the  effect  of  this  may  be  to 
reduce  aircraft  usage.   In  fiscal  1976  the  three  division-owned  aircraft 
logged  1,050  hours.  fi'1  ^ 
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-  The  agency  has  failed  to  implement  fully  the  provisions  of 
Section  1-1101  R.C.M.  setting  up  the  aircraft  pool  and  making  the  agency 
the  custodian  of  state  owned  planes.   Full  implementation  would  alio  • 
greater  and  more  efficient  use  planes  owned  but  not  fully  used  by  other 
state  agencies.   This  could  result  in  savings  that  obviate  the  need  for 
new  aircraft. 

The  agency  requested  the  funds  for  grants  and  local  assistance  be 
increased  $400,000  in  the  biennium.   Since  this  request,  if  approved, 
would  necessitate  a  tax  increase,  it  is  not  recommended.   If  the  legis- 
lature determines  that  a  tax  increase  is  appropriate,  the  request  could 
be  reconsidered. 


Human  Resources 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through  Funds 


Actual 

Fiscal 

1976 

21.0 


$   87,782 
2,381,968 

$2,469,750 

37 


$  289,754 

193,592 

2,775 

$  486,121 
4,009,679 


Appropriated 

Fiscal 

1977 

20.5 


$   93,385 
2,386,290 


$   341,674 

142,500 

1,000 


LFA  Recommended 

Fiscal      Fiscal 

1978        1979 


%  Change 
Biennium 
1977  -  79 


15.0 


$  19,027 
304,578 


15.0 


$  18,768   (79.1) 
309,437   i87.1) 


$2,479,675   $323,605    $328,205   (bo. 8) 


$245,666 

76,939 

1,000 


$250,266   (21.5) 

76,939   (54.2) 

1,000   (47.0) 


$  485,174   $323,605    $328,205   (32.9) 
6,604,501  4,610,000   4,610,000   (13.1) 


$4,495,800   $7,089,675  $4,933,605  $4,938,205   (14.8) 
$3,760,992   $4,610,000  $4,610,000  $4,610,000 
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Summary 

The  reductions  in  this  program  are  more  apparent  than  real. 
Transferred  to  centralized  services  were  5.5  FTE  and  related  costs. 
This  recommended  transfer  is  merely  a  formal  recognition  of  the  current 
operational  pattern.   The  district  coordinators  are  working  directly 
under  authority  of  the  director's  office.   Therefore  these  services  will 
not  be  reduced  but  merely  accounted  for  in  the  centralized  services 
budget. 

The  agency's  placing  of  grants  in  a  non-appropriated  pass-through 
account  in  the  next  biennium  is  apparent  in  the  87.1%  fall  in  "other 
funds  appropriated".   This  phenomenon  appears  again  in  total  expen- 
ditures, the  fiscal  1977  estimate  being  inflated  $1,994,501.   After 
effects  of  this  accounting  change  are  considered  actual  expected  total 
expenditures  are  up  2.9%. 

Reorganization 

The  department  has  requested  to  reorganize  the  director's  office. 
The  effect  on  this  program  will  be  to  bring  four  district  coordinators, 
one  full-time  and  one  part-time  secretary  out  of  this  program  and  place 
them  in  centralized  services.   The  reorganization  will  allow  the  district 
coordinators  to  service  all  programs  of  the  agency  at  the  local  level. 

To  accomplish  the  transfer  the  salaries  and  benefits  of  the  af- 
fected positions  were  deleted  as  well  as  25%  of  allowed  office  supplies, 
communications,  and  travel.   The  salary  and  benefits  of  the  four  co- 
ordinators were  taken  from  the  general  fund. 
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Personal  Services 

A  high  level  of  vacancy  savings,  approximately  9%,  were  present  in 
fiscal  1976.   The  recommended  funding  includes  5%  savings  in  fiscal 
1978-79. 

Operating  Expenses 

Consultant  and  professional  services  of  $10,000  each  year  were 
allowed  for  contracted  training.   The  agency  had  requested  $45,000  but 
could  not  identify  any  specific  plans. 

Non-Operating  Expenses 

The  full  agency  request  for  grants  is  recommended. 

A  request  for  $1,994,501  each  year  as  a  transfer  is  not  recom- 
mended.  This  transfer  is  not  tied  to  any  real  item  or  service  and 
merely  represents  an  effort  to  obtain  authority  for  possible  future 
receipts.   The  future  receipts  should  be  identified,  if  known,  and  put 
in  the  proper  line  items  of  the  budget.   If  not  known  they  should  be 
added  by  budget  amendment  under  proper  review. 

General  Fund  -  Options 

Though  there  remains  little  general  fund  in  the  recommended  ap- 
propriation to  this  program,  the  legislature  may  want  to  consider 
eliminating  it  entirely.   There  appears  to  be  no  requirement  for  general 
fund  appropriation.   The  programs  are  primarily  the  result  cf  federal 
decisions  and  operate  under  federal  guidelines. 
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Highway  Safety 


FTE 

Fund  Source 

Other  Funds-Appropriated 
Other  Funds-Budget  Amended 

Total  Funds 

Expenditures  By  Object 


Actual 

Fiscal 

1976 

6.50 


$166,454 
220,000 

$386,454 


Appropriated    LFA  Recommended    %  Change 
Fiscal      Fiscal      Fiscal   Biennium 
1977        1978        1979   1977  -  79 


6.50 


6.50 


6.50 


$176,051    $669,250    $671,661   291.5 


$176,051    $669,250    $671,661   138.4 


Personal  Services 
Operating  Expenses 
Capital 

$114,784 

44,322 

110 

$159,216 
600,597 

$759,813 

$538,419 

$122,624 

52,827 

600 

$176,051 
746,000 

$922,051 

$746,000 

$124,548 
44,702 

$126,759 
44,902 

5 
(7 

9 

8) 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

$   169,250 
1,246,000 

$1,415,250 

$746,000 

$   171,661 
1,246,000 

$1,417,661 

$746,000 

1 
85 

68 

7 
1 

4 

Pass  Through 

Summary 

The  higher  recommended  level  of  funding  results  from  the  addition 
of  $500,000  each  year  of  i he  biennium  for  grants.   The  funds  would  come 
from  the  highway  earmarked  revenue.   The  grants  would  fund  the  addition 
of  a  five-member  accident  prev.en~ion  unit  within  the  highway  patrol,  the 
development  of  non-enforcement  accident  investigation  personnel  and 
other  methods  to  aid  local  governments  to  utilize  selective  traffic  law 
enforcement  and  assist  lower  courts  with  court  schools  and  presentence 
investigation  of  drinking  drivers.   The  division  has  presented  evidence 
to  show  the  effectiveness  of  the  accident  prevention  unit  in  saving 
lives  and  the  value  another  unit  would  contribute.   Through  these  ef- 
forts the  division  states  the  vehicle  deaths  will  be  288  as  compared  to 
the  330  projected  for  fiscal  1979. 
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Personal  services  and  operating  expenses  were  increased  from  the 
fiscal  1976  base  allowing  expected  inflation  costs  and  step  increases 
for  personnel.   No  vacancy  savings  or  turnover  savings  were  apparent  in 
this  program. 

Local  Government  Services 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

24.90 


Appropriated 

Fiscal 

1977 

28.90 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


28.90 


28.90 


General  Fund 

$517,174 

$592,549 

$564,675 

$577,828 

3.0 

Total  Funds 

$517,174 

$592,549 

$564,675 

$577,828 

3.0 

Reversion-General  Fund 

83,800! 

Expenditures  By  Object 

Personal  Services 

$348,994 

$466,982 

$460,034 

$469,223 

13.9 

Operating  Expenses 

72.798 

117,967 

94,776 

95,005 

(.5) 

Capital 

9,582 

7,600 

9,315 

13.600 

36.3 

Total  Expenditures 

$431,374 

$592,549 

$564,675 

$577_,82_8 

11.6 

1.  $2,000  of  the  appropriation  was  transferred  to  central  services. 

Summary 

The  recommended  funding  increase  is  3%  for  this  program.   The  sub- 
stantial reversion  occurring  in  fiscal  1976  can  be  traced  to  high  vacancy 
and  turnover  rates  experienced.   Four  new  employees,  three  field  auditors 
and  a  secretary  will  be  added  in  fiscal  1^77  and  continued  through  the 
next  biennium. 

The  agency  b:'.lled  $-'0i,OOU  for  services  in  fiscal  1^76.   These 
payments  go  to  the  general  fund.   The  division  has  recently  revised  tue 
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audit  fee  schedule  to  more  adequately  cover  costs.   Fiscal  1977  revenues 
should  be  closer  to  the  cost  of  operations.   The  division  will  annually 
revise  the  audit  fees  to  keep  them  in  line  with  increasing  costs. 

School  districts  are  reportedly  being  audited  annually;  cities, 
counties  and  special  districts  every  30  months.   This  rate  can  be  main- 
tained by  the  recommended  funding.   Auditing  of  fiscal  1977  may  be 
contracted  directly  with  private  accountants  by  local  government.   It  is 
too  early  to  tell  to  what  extent  this  will  be  done  and  therefore  what 
effect  this  will  have  on  the  span  between  audits. 

Personal  Services 

Personal  services  were  calculated  by  continuing  all  fiscal  1976 
positions  and  adding  four  new  positions  in  fiscal  1977  as  approved  by 
the  44th  legislature.   Vacancy  savings  of  approximately  5%  were  ex- 
perienced in  fiscal  1976.   The  rate  of  3%  was  applied  to  fiscal  1978  and 
1979.   Considerable  turnover  was  noted  in  fiscal  1976,  to  account  for 
this,  two  beginning  auditor  positions  were  funded  at  the  entry  level  for 
each  year  of  the  biennium.   The  division  director  explained  that  turn- 
over and  vacancies  were  a  problem  resulting  from  the  great  travel  and 
time  away  from  home  required  of  auditors. 

Operating  Expenses 

Most  operating  expenses  were  increased  from  the  FY-76  base  to  allow 
anticipated  inflation  of  costs.   In  addition,  travel  was  increased 
another  16%  to  allow  for  the  3  additional  field  auditors.   Costs  of 
using  state  telephone  system  were  likewise  increased. 
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Repair  and  maintenance  costs  of  autos  were  reduced  from  what  the 
agency  requested  as  the  purchase  of  new  automobiles  is  recommended.   If 
this  purchase  is  not  approved,  the  repair  and  maintenance  amounts  should 
be  increased. 

The  division  requested  funds  for  relocation  of  employees  who  are 
moved  to  different  locations  in  the  state.   This  amount  would  not  include 
the  initial  hiring.   The  administrator  estimated  one  employee  each  year 
would  move.   Based  upon  actual  FY-76  experience,  $1,325  each  year  is 
allowed. 

Vehicles 

The  division  requested  to  replace  two  1972  models  in  fiscal  1978 
and  three  1973  models  in  fiscal  1979.   All  are  expected  to  have  ap- 
proximately 100,000  miles  by  replacement  time.   It  is  recommended  that 
$4,000  be  appropriated  to  replace  each  vehicle.   This  estimate  is  based 
on  prices  being  paid  by  the  state  motor  pool  and  anticipated  trade  in 
value. 
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Accounting  and  Management  Systems 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Expenditures 


10.10 

$208,303 
$208,303 
40.8401 


$121,773 

37,154 

8,036 

$166,963 


10.10 

$210,611 
$210,611 


10.10 

$194,713 
$194,713 


10.10 

$197,888 
$197,888 


(6.3) 
(6.3) 


$161,447 

46,764 

2,400 


$161,559 
33,154 


$164,734   15.2 
33,154   (21.0) 


$210,611    $194,713    $197,888 


4.0 


1.  $500  of  this  appropriation  transferred  to  centralized  services. 

Summary 

The  recommended  appropriation  for  this  program  is  6.3%  below  the 
previous  biennium.   Nearly  20%  of  fiscal  1976  appropriation  has  been 
reverted  indicating  the  extent  of  over  funding. 

Personal  Services 

A  2%  vacancy  saving  factor  was  used  based  upon  past  experience  of 
over  7%  saving.   It  was  lowered  as  the  program  is  small  and  fluctuations 
are  possible. 


625 


Page  18  -  Community  Affairs 


Economic  Development 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

8.0 


$  99,040 

118,315 

7,217 

$224,572 

74 


$124,875 

60,585 

1,512 

$186,972 


8.5 


$128,337 
25,828 


$154,165 
73,722 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


8.0 


8.0 


$106,995    $140,000    $140,000   35.9 
120,892     119,053     122,032     .8 


$227,887    $259,053    $262,032   15.2 


$125,342 
33,711 


$159,053 
100,000 


$128,321     .2 
33,711   (22.0) 


$162,032    (5.9) 
100,000   171.3 


$186,972     $227,887    $259,053    $262,032   25.6 


Summary 

The  recommended  increase  of  15.2%  for  this  program  is  chiefly 
caused  by  an  added  $100,000  each  year  to  match  federal  funds  for  economic 
development  construction  projects.   Reduction  in  operating  expenses 
chiefly  contracted  services  has  allowed  operating  costs  to  fall  by  5.9%. 


Personal  Services 

Salaries  and  benefits  were  computed  in  the  same  manner  as  other  DCA 
programs.   The  salary  and  benefits  of  a  part-time  secretary  were  transferred 
to  centralized  services  as  a  part  of  a  reorganization.   The  change  should 
provide  district  services  to  all  programs  of  DCA  including  the  economic 
development  program. 
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Operating  Expenses 

Operating  expenses  were  increased  from  the  fiscal  1976  base  with 
allowance  given  for  anticipated  inflation.   Contracted  services  were 
reduced  to  $9,500  as  requested. 

Non-Operating  Expenses 

It  is  recommended  that  $100,000  be  appropriated  each  year  to  match 
federal  funds  under  Section  304  of  the  Public  Works  and  Economic  Develop- 
ment Act.   The  federal  appropriation  of  these  funds  requires  a  25%  state 
cash  match.   The  funds  can  be  used  to  supplement  construction  projects 
currently  funded  by  the  economic  development  administration  or  fund  EDA 
approved  but  unfunded  projects.   The  agency  has  been  aware  of  these 
funds  for  nearly  a  year  yet  have  not  selected  projects  to  be  funded.   It 
is  further  recommended  that  the  appropriation  be  made  contingent  upon 
the  continued  availability  of  Section  304  funds. 

Expansions  -  Not  Recommended 

-  Grants  to  Economic  Development  Districts : 

The  agency  requested  $240,000  in  fiscal  1978  and  $360,000  in  fiscal 
1979  to  make  grants  to  economic  development  districts  in  the  state. 
The  grants,  from  the  general  fund,  would  assist  each  district  for  four 
years  at  a  cost  of  $120,000  after  which  the  local  area  would  assume 
financing  responsibility. 

The  request  is  not  recommended  because  federal  funds  are  available 
to  assist  the  districts;  it  would  establish  an  on-going  program  at  the 
local  level  which  in  certain  instances  the  voters  have  already  rejected; 
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it  has  not  been  demonstrated  that  this  effort  will  be  able  to  justify 
its  costs;  and  currently  the  state  is  addressing  economic  development  in 
many  other  programs  with  mixed  results. 

-  Trade  Showcase: 

The  agency  requested  $65,000  each  year  to  contract  with  a  private 
non-profit  corporation  for  the  management  of  a  trade  show. 

It  is  not  recommended  because  it  is  not  apparent  that  the  general 
taxpayer  benefits  enough  to  pay  for  this.   The  $155,000  of  sales  re- 
corded at  the  last  fair  would  hardly  justify  this  expense.   (What  sales 
could  be  expected  from  the  130  sales-oriented  exhibitions  during  a  four 
day  period  without  a  trade  fair?)   If  the  exhibitors  feel  there  will  be 
a  significant  boost  in  sales  by  the  trade  fair,  they  should  be  willing 
to  pay  the  $65,000.   Billings  and  Yellowstone  county  may  also  want  to 
contribute. 

-  Office  of  Commerce: 

The  agency  requested  $106,000  in  fiscal  1978  and  $112,000  in  fiscal 
1979  to  take  over  the  Governor's  office  of  commerce  and  trade.   This 
office  was  created  by  federal  funds  through  budget  amendment.   It  is  not 
clear  what  functions  this  office  performs  that  are  not  or  cannot  be 
handled  by  the  current  economic  development  staff  and  program. 

-  Reorganization  of  Economic  Development  Program: 

The  agency  requested  $95,674  in  fiscal  1978  and  $77,706  in  fiscal 
1979  to  beef  up  and  reorganize  the  program  operations.   This  would 
include  adding  a  market  specialist  and  part-time  secretary  as  well  as 
raising  the  salaries  of  current  positions  one  to  three  grades.   Also 
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included  are  operation  expenses  and  funds  termed  "discretionary  money" 

by  the  administrator.   The  funds  would  be  used  for  promotional  activities. 

It  is  not  recommended  as  it  is  impossible  to  see  how  raising  the 
salaries  of  employees  and  giving  them  discretionary  money  will  positively 
affect  the  economic  development  effort.   The  expanded  economic  develop- 
ment request  has  been  inadequately  justified.   We  are  unconvinced  that 
expenditures  in  this  program  result  in  an  identifiable  service  to  the 
taxpayer.   The  housing  finance  program  of  the  housing  division  and  the 
current  economic  recovery  may  do  much  more  to  affect  development  at  a 
lesser  cost. 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  through 


Planning 


Actual 

Fiscal 

1976 

17.00 


Appropriated 

Fiscal 

1977 

17.00 


LFA  Recommended    %  Change 
Fiscal      Fiscal  Biennium 
1978        1979   1977  -  79 


$  781,826  $   490,284 

590,355  595,505 

$1,372,181  $1,085,789 

35,067 


16.00 


$167,963 
662,835 


16.00 


$172,367   (73.3) 
607,835    7.2 


$830,798    $780,202   (34.5) 


$272,973 

45,774 
428 


$293,393   $274,048 
28,661     41,915 


1,000 


1,000 


$278,452    (2.4) 
41,915   12.6 
1,000   40.1 


$   319,175   $   323,054  $   316,963   $   321,367    (.6) 
1,242,054    1,019,235    770,335     715,335   (34.3) 

$1,561,229   $1,342,289  $1,087,298   $1,036,702   (26.8) 


$373,936 


$256,500   $256,500    $256,500 
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Summary 

The  recommended  funding  for  this  program  is  34.5%  lower  than  the 
1976-77  biennium  and  73.3%  less  from  the  general  fund.   In  fiscal  IV 76 
and  1977  general  fund  grants  of  $911,700  for  local  government  study 
commissions  were  appropriated.   That  operation  ends  December  31,  1976. 
The  only  other  major  change  in  the  budget  is  the  transfer  of  a  position 
to  centralized  services  to  become  a  part  of  the  district  coordinator 
reorganization. 

Personal  Services 

Vacancy  savings  of  2.5%  were  included  based  upon  past  experience. 
Turnover  in  state  planner  positions  occurred  several  times  in  fiscal 
1976.   To  allow  for  this,  one  state  planner  position  was  budgeted  at 
entry  level  in  each  year  of  the  biennium. 

One  position  was  transferred  to  centralized  services  in  line  with  a 
request  of  the  department  to  use  a  system  of  district  coordinators 
working  out  of  the  director's  office.   (See  analysis  of  centralized 
services).   Related  benefits  and  operating  costs  were  also  transferred. 

Operating  Expenses 

Operating  Expenses  were  increased  from  the  1976  base  to  allow  for 
increased  costs.   Supplies  and  rent  were  reduced  in  line  with  agency 
requests . 

Expanded  Requests  -  Not  Recommended 

Multi-model  transportation  study:   The  agency  requested  $46,000  in 
the  biennium  for  a  multi-model  transportation  study.   The  "study"  would 
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analyze  demand  for  different  transportaion  services  in  Montana  resulting 
in  recommendations  for  a  state  transportation  "system".   The  budget 
submitted  listed  $15,000  for  travel  and  $31,000  for  consultants.   It 
appears  that  the  funds  will  merely  be  used  to  augment  current  travel 
funds  and  hire  a  consultant  for  the  study.   It  is  not  clear  that  any 
benefit  will  accrue  as  a  result  of  this  project. 

Implementation  of  MELDA:   The  agency  requested  $4,810,000  from  the 
general  fund  to  implement  the  Montana  economic  land  development  act. 
The  majority  of  the  funds  would  be  used  to  assist  local  planning  boards 
and  staffs. 

It  is  not  recommended  that  this  appropriation  be  made  because : 

-  The  agency  and  the  Governor  have  cited  problems  with  the  act  and 
implementation  and  changes  will  be  proposed  to  the  legislature; 

-  One  percent  of  the  coal  tax  has  been  earmarked  for  land  use 
planning  aid  to  the  counties.   A  statement  of  the  free  joint  conference 
committee  on  coal  taxation  indicates  that  these  funds  are  to  be  used  in 
implementing  MELDA. 
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Centralized  Services 


FTE 

Fund  Source 


Actual 

Fiscal 

1976 

15.00 


Appropriated 

Fiscal 

1977 

14.00 


LFA  Recommended    %  Change 
Fiscal      Fiscal   Biennium 
1978        1979   1977  -  79 


22.00 


22.00 


General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

$160,674 
236,543 
6,000! 

$403,217 

$180,871 
254,965 

$244,034 
315,677 

$250,838 
324,518 

44.9 
30.3 

Total  Funds 

$435,836 

$559,711 

$575,356 

35.3 

Reversion-General  Fund 

59 

Expenditure  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

$233,564 

184,003 

3,113 

$234,778 

200,058 

1,000 

$365,765 

192,946 

1,000 

$372,446 

201,910 

1,000 

57.6 
2.8 
(51.4) 

Total  Expenditures 

$420,680 

$435,836 

$559,711 

$575,356 

32.5 

1.  This  program  also  received  $29,000  from  transfers. 


Summary 

The  major  cause  of  the  35%  increase  in  this  program  is  a  reorgani- 
zation which  brings  district  functions  of  the  various  programs  into  che 
director's  office.   Personal  services  and  operating  expenses  were  com- 
puted in  the  same  manner  as  other  programs  of  DCA. 

Reorganization 

The  agency  requested  to  establish  district  coordinators  in  the 
director's  office.   This  move  consolidated  certain  staff  from  the  planning, 
economic  development,  and  human  resource  programs  into  centralized 
services.   One  position,  transferred  from  planning,   was  raised  from 
grade  15  to  grade  16  to  supervise  the  district  coordinators.   In  addition 
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a  new  coordinator  position  was  added.   In  calculating  these  transfers 
the  salary  and  benefits  of  each  affected  position  was  subtracted  from 
the  respective  current  program  and  added  to  centralized  services.   A 
share  of  office  supplies,  communications,  and  travel  budgets  were  like- 
wise transferred. 

Personal  Services 

No  vacancy  savings  or  turnover  were  computed  for  this  program. 

Operating  Expenses 

Operating  expenses  were  increased  from  the  fiscal  1976  base  to 
allow  for  cost  increases  expected  to  occur.   Exceptions  to  this  rule 
were  in  contracted  professional  services  and  state  telephone  system 
costs.   Contracted  professional  services  of  $4,000  for  part-time  and 
replacement  secretarial  help  were  allowed.   State  telephone  system  use 
for  the  entire  department  had  been  paid  by  centralized  services  in 
fiscal  1976.   The  department  expressed  intentions  to  have  each  program 
pay  its  own  cost  in  the  next  biennium.   The  budget  has  been  adjusted  to 
reflect  this. 

Funding 

The  allocation  of  costs  of  this  program  to  the  various  funds  that 
support  the  agency  was  based  upon  the  fiscal  1977  cost  allocation  plan 
for  the  department. 
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Old  West  Regional  Commission 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 

FTE  2.00         2.00        2.00        2.00 

Fund  Source 

Other  Funds-Appropriated     $  96,427     $108,412     $98,201     $73,924   (16.0) 
Other  Funds-Budget  Amended     18,426     

Total  Funds  $114,853     $108,412     $98,201     $73,924   (22.9) 

Expenditures  By  Object 

Personal  Services  $  33,966     $  36,227    $  52,242     $37,785   28.3 

Operating  Expenses  38,543       39,685      45,959      36,139    4.9 

Total  Operating  Costs      $  72,509     $  75,912    $  98,201     $73,924   16.0 
Non-Operating  Costs         120,100      273,241     156,790  (60.1) 

Total  Expenditures  $192,609     $349,153    $254,991     $73,924   (39.3) 

Pass  Through  $117,100     $240,741    $156,790 

Summary 

The  increase  in  operating  costs  (16%)  and  60.1  percent  decrease  in  non- 
operating  costs  reflect  the  two  major  occurances  in  this  program. 

In  fiscal  1978  operating  costs  are  up  $25,000  as  the  result  of 
allowing  a  grant  to  hire  an  "energy  impact  coordinator"  for  eastern 
Montana.   This  person  would  assist  the  district  DCA  coordinator  providing 
technical  assistance  to  local  communities  in  eastern  Montana.   The  funds 
come  from  the  old  west  commission. 

In  fiscal  1979  pass-through  funds  end.   These  funds  were  channeled 
through  the  old  west  commission  for  technical  assistance  and  manpower  in 
coal  impacted  areas. 
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Personal  services  and  operating  expenses,  except  as  mentioned  above, 
are  computed  in  the  same  manner  as  in  other  programs  of  this  department. 
No  vacancy  savings  or  turnover  were  deducted  as  the  program  only  has  two 
employees.   Contracted  professional  services  were  allowed  for  $25,000 
paid  to  the  research  and  information  program  for  an  on-going  economic 
analysis  of  the  state. 

Old  West  Regional  Commission  Funds 

This  program  receives  $125,000  from  the  old  west  commission  as  a 
planning  grant.   The  fact  that  only  60%  of  it  has  been  recommended 
leaves  a  question  of  what  to  do  with  the  remainder.   Part,  approximately 
$7,500  will  go  to  centralized  services.   The  remainder  could  go  to  the 
economic  development  or  research  and  information  programs  to  either 
provide  additional  services  or  reduce  state  general  fund  support.   I 
have  adjusted  these  programs  accordingly. 
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Indian  Affairs 

Actual    Appropriated  LFA  Recommended    %  Change 

Fiscal  Fiscal  Fiscal  Fiscal   Biennium 

1976  1977  1978  1979   1)77  -  79 

FTE                          4.00  3.00  3.00  3.00 

Fund  Source 

General  Fund                $107,895  $48,153!  $48,661  $49,495   (37.1) 

Other  Funds-Budget  Amended     11,000  _____  ______  ______ 

Total  Funds               $118,895  $48,153  $48,661  $49,495   (41.2) 

Reversion-General  Fund         24,232 

Expenditures  By  Object 

Personal  Services            $68,435  $39,924  $40,871  $41,705   (23.8) 

Operating  Expenses             16,245  8,229  7,790  7,790   (36.3) 

Capital                      2,938 


Total  Expenditires  $87,618      $48,153     $48,661     $49,495   (27.7) 

1.  Another  $65,565  appropriated  for  the  Indian  task  force  is  not  expected  to  be 
spent. 

Summary 

The  decline  in  recommended  funding  for  the  Indian  affairs  program  is 
caused  by  the  dissolution  of  the  Indian  task  force  in  late  fiscal  1976. 
The  recommended  funding  level  for  personal  services  and  operating  expenses 
is  based  upon  actual  1976  experience  with  additional  amounts  to  allow 
anticipated  cost  and  step  increases.   No  vacancy  savings  or  turnover 
were  anticipated  in  this  budget. 

Budget  Amendments 

The  agency  received  approval  to  add  $2,500  by  budget  amendment  in 
fiscal  1977.   This  amendment  continues  a  CETA  employee  approved  in 


63b 


Page  29  -  Community  Affairs 

budget  amendment  35  in  fiscal  1976  by  the  finance  committee.   The 

employee  will  work  until  September  1976  on  the  native  American  talent 

bank,  a  program  to  identify  and  refer  qualified  native  American  job 

applicants. 

Coal  Board 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 

FTE  2.0  2.0         2.0         2.0 

Fund  Source 

Other  Funds-Appropriated    $3,612,234   $6,717,106  $10,161,812  $10,162,367  96.8 

Total  Funds  $3,612,234   $6,717,106   $10,161,812  $10,162,367  96.8 

Expenditures  By  Object 

Personal  Services            $  19,431   $   32,861  $    32,317  $    32,923  24.8 
Operating  Expenses             11,354       29,500       17,860      17,860  (12.6) 
Capital  1,726        2,500  

Total  Operating  Costs       $  32,511   $    64,861   $    50,177  $    50,783    3.7 
Non-Operating  Costs         132,379    6,652,245   10,111,635   10,111,584   198.1 

Total  Expenditures  $164,890   $6,717,706  $10,161,812  $10,162,367   195.3 

Summary 

The  total  recommended  funding  for  the  coal  board  is  equal  to  7/11 
of  27.5%  of  the  coal  tax  revenue  (i.e.  17.5%).   The  fluctuations  are  due 
to  the  anticipated  rise  in  coal  tax  revenue.   In  fiscal  1976  the  program 
got  a  late  start  and  very  few  grants  were  paid  out.   This  is  shown  by 
the  low  non-operating  costs. 

Personal  services  and  operating  expenses  were  calculated  by  al- 
lowing cost  and  step  increases  to  the  fiscal  1976  base  as  in  other  DCA 
programs.   Account  was  taken  for  the  fact  that  the  program  was  in  full 
operation  approximately  nine  months  in  fiscal  1976.   No  vacancy  savings 
or  turnover  was  calculated  as  there  are  only  two  employees.  fiT? 
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Contract  services  of  $5,500  were  recommended  as  this  program  is 
quite  new  and  legal  or  financial  advice  may  be  needed.   To  the  extent 
funds  are  not  used  in  operating  or  personal  service  expenses  they  may  bt 
granted  to  coal  impact  areas. 

A  special  committee  of  the  legislature  has  been  assigned  the  task 
of  reviewing  this  and  other  programs  funded  by  the  coal  tax.   Recom- 
mendations that  committee  may  make  to  the  45th  legislature  could  have  an 
affect  on  this  program's  budget. 

Research  and  Information 

Actual    Appropriated    LFA  Recommended    %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979   1977  -  79 

FTE  9.63         8.63       10.00       10.00 

Fund  Source 

General  Fund                $137,917     $147,339   $126,004     $132,628    (9.3) 
Other  Funds-Appropriated       59,907       63,322    103,246       99,544   64.6 
Other  Funds-Budget  Amended     89,930     


Total  Funds  $287,754  $210,661  $229,250  $232,172  (7.4) 

Reversion-General  Fund  18,867 

Expenditures  By  Object 

Personal  Services  $158,762  $162,888  $183,866  $186,788  15.2 

Operating  Expenses  48,943  17,951  45,384  45,384  35.7 

Capital  556      


Total  Operating  Costs      $208,261     $180,839   $229,250     $232,172   18.6 
Non-Operating  Costs  29,822 

Total  Expenditures  $208,261     $210,661   $229,250     $232,172   10.1 

Summary 

This  program  is  recommended  to  add  1.37  FTE,  an  economist  currently 
on  board  and  changing  a  part-time  secretary  to  full  time.   Changes  in 
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federal  funding  sources  and  efforts  have  resulted  in  the  addition  and  an 
increase  in  the  general  fund  share  of  costs.   The  programs  HUD  funds 
have  been  reduced  $25,000  while  a  contract  with  old  west  regional  com- 
mission has  added  $25,000  for  economic  studies.   Another  $33,246  and 
$29,544  from  unused  old  west  regional  commission  funds  were  allocated 
to  this  program. 

Personal  Services 

Personal  services  have  been  increased  in  the  same  manner  as  other 
DCA  programs.   No  vacancy  savings  or  turnover  were  anticipated.   The 
major  part  of  the  increase  results  from  the  1.37  added  positions  in- 
cluded in  the  next  biennium. 

Operating  Expenses 

Operating  expenses  were  projected  from  expenses  in  1976.   The  re- 
commended level  is  considerably  in  excess  of  the  agency's  request. 

Funding 

The  program  is  primarily  a  service  program  with  little  of  its 
current  function  having  been  assigned  by  legislation  or  executive  order. 
Much  of  the  work  performed  is  aiding  other  state  agencies,  the  federal 
government  and  local  governments.   It  would  appear  more  operation  could 
be  funded  by  billing  these  other  agencies  for  services,  especially  when 
the  other  agency  is  not  primarily  a  general  funded  agency.   Such  a  pro- 
cedure would  more  equitably  share  the  costs  among  the  various  funding 
sources.   To  encourage  this,  $20,000  of  the  program's  appropriation  is 
recommended  to  be  paid  from  its  current  revolving  account. 
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Expansion  Requests  -  Not  Recommended 

Montana  Overflight:   Two  thousand  five  hundred  dollars  had  been 
requested  each  year  to  enter  into  a  cooperative  agreement  with  the 
federal  government  and  several  other  state  agencies  to  purchase  aerial 
photographs  of  Montana.   These  could  be  used  for  producing  contour  maps. 

This  is  not  recommended  as  some  of  the  other  agencies  involved  have 
decided  not  to  enter  the  agreement  because  they  find  the  pictures  of 
doubtful  value. 

Liaison  With  Bureau  of  Census:   A  request  for  $17,500  and  a  geo- 
grapher in  fiscal  1978  is  not  recommended.   This  would  have  allowed  the 
department  to  work,  with  the  bureau  of  census  to  revise  census  enumera- 
tion district  bounderies.   The  department  could  provide  them  with  current 
staff  if  the  project  has  high  merit. 

Montana  Data  Book:   The  requested  $25,000  each  year  for  a  Montana 
data  book  appears  very  high.   The  book  has  already  been  published  and 
revision  is  all  that  is  necessary.   Cost  of  revision  could  be  recovered 
from  sales . 
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Housing 

Actual    Appropriated    LFA  Recommended     %  Change 
Fiscal       Fiscal      Fiscal      Fiscal   Biennium 
1976         1977        1978        1979    1977  -  79 

FTE  4.00         4.00        4.00        4.00 

Fund  Source 

General  Fund  $73,141      $76,009     $84,185     $85,467    13.7 

Other  Funds-Appropriated       13,491       13,491       2,000       2,000   (85.2) 

Total  Funds  $86,632      $89,500     $86,185     $87,467    (1.4) 

Reversion-General  Fund  45 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Summary 

The  recommended  appropriation  for  housing  is  based  upon  increases 
in  personal  services  and  operating  expenses  similar  to  other  DCA  programs. 

The  general  fund  portion  expands  and  the  federal  portion  drops  as  a 
result  of  a  reduction  in  available  HUD  funds. 

Expansion  Requests  -  Not  Recommended 

The  housing  division  requested  $129,783  for  implementation  of  a 
"results  management"  system  and  costs  of  accounting  and  other  technical 
assistance.   The  implementation  of  a  management  system  should  be  to 
reduce  costs  and  not  increase  them. 

We  feel  the  agency  has  not  adequately  explained  the  request.   Fund- 
ing should  not  be  provided  until  more  definite  plans  are  developed. 
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$63,112 

12,280 

1,781 

$71,304 

15,205 

1,500 

$88,009 
1,491 

$89,500 

$72,630 
13,555 

$73,912 
13,555 

9.0 
(1.4) 

$77,173 
$77,173 

$86,185 
$86,185 

$87,467 
$87,467 

5.1 
4.2 

DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 

Fiscal 

1979    Biennium 

FTE     General  Fund   Other  Funds   Total  Funds 

Executive  Budget  1,052.35   $68,615,708    $33,806,482   $102,422,190 

LFA  Recommendation  1,023.85    60,349,419     31,577,150    91,^26,569 

Executive  over  (under)  LFA  28.50   $8,266,289     $2,229,332   $10,495,621 

Major  differences  between  executive  and  fiscal  analyst  recommen- 
dations appear  in  nearly  all  SRS  programs.   Common  differences  include 
anticipations  of  future  cost  increases  and  differing  bases  for  deter- 
mining current  level  expenditures. 

The  economic  assistance  program  is  a  major  area  of  disagreement. 
We  base  our  recommendation  on  data  that  indicate  most  recipient  groups 
have  nearly  ceased  to  expand.   The  executive  anticipates  4.5  percent 
annual  participant  increases.   We  anticipate  medical  costs  to  rise  less 
rapidly  than  the  executive  as  we  believe  the  agency  can  and  should  work 
to  stop  inflationary  cost  increases. 

In  the  social  services  area  we  recommend  the  agency  absorb  a  new 
nursing  home  deinstitutionalization  effort  with  current  staff.   This 
should  be  possible  as  new  automated  reporting  systems  are  to  result  in 
substantially  increasing  current  social  worker  productivity.   The  exe- 
cutive recommends  increasing  staff  for  this  operation. 

The  executive  recommends  the  establishment  of  a  "program  integrity 
bureau"  that  would  combine  the  current  error  control  operations,  take 
over  a  federally-funded  medicaid  error  control  project  and  add  additional 
staff  to  obtain  private  insurance  payments.   We  accept  the  concepts 
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involved  but  do  not  recommend  the  expansion  as  we  feel  the  agency  has 
not  made  positive  commitments  to  the  legislature  about  the  goals  and 
benefits  of  this  bureau. 

In  the  staff  development  program  the  executive  continues  all  em- 
ployee stipends  while  we  recommend  discontinuance. 

We  recommend  $30,000  per  year  as  adequate  for  a  renal  disease 
program  while  the  executive  allows  $100,000  per  year. 

The  executive  recommends  funding  of  a  child  and  adolescent  project 
to  serve  developmentally  disabled  children.   We  do  not  concur  as  we  have 
been  unable  to  see  adequate  justification  for  the  costs  involved. 

We  include  in  the  recommendation  approximately  $5.5  million  for 
special  services  to  the  aged.   This  is  in  addition  to  regular  assistance 
programs.   The  executive  recommendation  includes  approximately  $5.8 
million — the  difference  being  increased  information  and  referral  operations 
and  aid  to  senior  citizen  centers. 

The  executive  recommends  the  addition  of  a  veterans'  service  officer 
to  the  veterans'  affairs  program.   We  do  not  concur. 


643 


Page  3  -  SRS 

DEPARTMENT  OF  SOCIAL  AND  REHABILITATION  SERVICES 

Actual    Appropriated      LFA  Recommended    %  Change 
Fiscal       Fiscal       Fiscal       Fiscal   Biennium 
1976         1977         1978         1979   ^77  -  79 

FTE  1,014.75     1,018.45     1,030.19     1,023.85 

Fund  Source 

General  Fund  $23,678,452  $26,517,451  $28,400,437  $31,948,982  20.2 
Other  Funds-Appropriated  15,494,376  16,015,339  15,680,623  15,896,527  .2 
Other  Funds-Budget  Amended      865,147  

Total  Funds  $40,037,975   $42,532,790  $44,081,060   $47,845,509   11.3 

Reversion-General  Fund        3,106,722 

Expenditures  By  Object 

Personal  Services  $10,687,305   $11,764,128   $12,282,223  $12,452,796   10.2 

Operating  Expenses  3,805,886    4,425,357    4,079,519    4,033,788   (1.4) 

Capital  108,940       28,350       30,815       24,725   (59.5) 

Total  Operating  Costs     $14,602,131   $16,217,835   $16,392,557   $16,511,309    6.8 
Non-Operating  Costs        59,220,685   69,641,240   71,400,263   78,076,934   16.0 

Total  Expenditures  $73,822,816  $85,859,075   $87,792,820  $94,588,243   14.2 

Pass  Through  $38,220,947   $43,326,285   $43,711,760  $46,742,734   10.9 

The  recommended  general  fund  appropriation  to  SRS  rises  20.2  per- 
cent or  $10.15  million  in  the  next  biennium  compared  to  a  14.2  percent 
or  $22.7  million  rise  in  total  expenditures.   The  greater  dependence  on 
the  general  fund  results  from  a  reduced  federal  matching  ratio  on 
economic  assistance  programs,  exceeding  of  the  ceiling  for  federal 
social  services  funds  and  the  end  of  projects  funded  by  budget  amendment. 

The  major  expanded  programs  are  economic  assistance,  up  $14.7 
million,  and  developmental  disabilities,  up  $5.2  million  in  the  biennium. 
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Within  these,  increased  payments  to  private  service  providers  are  the 
major  cost  factor.   The  recommended  budget,  though  allowing  for  cost 
increases  in  these  areas  that  exceed  expected  inflation,  anticipates  the 
department  will  move  aggressively  to  curb  the  much  higher  than  average 
cost  increases  allowed  in  the  past. 

New  efforts  requested  by  the  agency  that  are  recommended  include; 
increased  AFDC  payments  and  implementation  of  a  schedule  based  upon  the 
federal  poverty  index;  subsidized  adoption  of  certain  hard  to  place 
children;  continuance  of  a  federally  funded  child  abuse  demonstration 
project  added  by  budget  amendment  in  fiscal  1976  and  1977;  projects  to 
reduce  nursing  home  populations;  statewide  implementation  of  a  food 
stamp  public  assistance  withholding  program;  additional  rehabilitation 
counselors  for  the  blind  and  disabled;  increased  audit  staff;  a  new  10 
FTE  budget  and  management  staff;  and  a  developmental  disabilities 
training  institute.   The  only  major  recommended  reduction  in  activities 
ongoing  in  the  current  biennium  is  the  elimination  of  a  stipend  program. 

In  developing  the  recommendations  we  used  actual  expenditure  levels 
experienced  in  fiscal  1976.   To  this  we  made  adjustments  to  allow  for 
anticipated  cost  and  employee  step  increases.   The  budgets  were  dis- 
cussed with  the  program  managers  to  find  any  unusual  costs  that  may  be 
expected  to  change  and  obtain  justification  for  expanded  programs. 
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Economic  Assistance 


Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 
Reversion-General  Fund 

Non-Operating  Costs 
Total  Expenditures 
Pass  Through 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978        1979   '977  -  79 


$17,974,711  $19,375,933  $21,127,801  $23,517,693  19.5 

2,160,343  2,297,524  1,678,195  1,869,541  (20.4) 

$20,135,054  $21,673,457  $22,805,996  $25,387,234  15.3 

1,449,667 

$48,284,241  $54,553,911  $55,992,947  $61,569,719  14.3 

$48,284,241  $54,553,911  $55,992,947  $61,569,719  14.3 

$29,602,935  $32,880,454  $33,186,951  $36,182,485  11.0 


The  recommended  expenditure  increase  for  economic  assistance  is 
14.3  percent  or  more  than  $14.7  million  for  the  next  biennium.   The 
general  fund  share  rises  19.5  percent  or  $7.3  million.   The  rise  in 
general  fund  is  an  even  more  dramatic  29  percent  when  the  fiscal  1978 
recommended  level  is  compared  to  the  fiscal  1976  actual  expenditures. 

The  explanation  for  the  rise  in  general  fund  expenditures  is  a 
combination  of  three  factors.   First,  the  federal  matching  rate  of  AFDC 
and  medicaid  falls  from  63.21  percent  to  61.08  percent.   This  alone 
causes  a  5.8  percent  increase  in  general  fund  requirements.   Second,  the 
costs  of  most  medical  services  have  risen  over  18  percent  between  fiscal 
1976  and  fiscal  1977  and  are  anticipated  to  rise  another  8  percent  by 
fiscal  1978  and  7.5  percent  by  fiscal  1979.   Third,  the  federal  share  of 
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non-AFDC  foster  care  is  withdrawn  leaving  the  program  entirely  on  state 
and  county  resources.   These  federal  funds  will  now  be  used  in  the 
social  services  program. 

Medicaid 

The  medicaid  portion  of  the  recommended  appropriation  is  $83.1 
million.   The  cost  of  this  program  has  grown  considerably  in  recent 
years.   In  the  1973-75  biennium  medicaid  cost  $50.9  million.   Since  then 
there  have  been  many  increases  in  rates  charged  for  medicaid  services 
and  use  of  these  services. 

Our  recommendation  is  based  upon  estimates  of  eligible  recipients, 
past  utilization  patterns  and  cost  increases  experienced  in  fiscal  1977, 
an  estimated  8  percent  cost  increase  in  fiscal  1978  and  a  further  7.5 
percent  in  fiscal  1979.   In  order  to  explain  the  differences  between  the 
various  estimates  that  will  be  presented  on  this  program,  it  is  necessary 
to  explain  the  basic  factors  that  affect  the  costs. 

Eligibility:   Those  eligible  for  medicaid  include  the  aged,  blind 
and  disabled  poor  who  receive  federal  supplemental  security  income, 
families  receiving  AFDC  and  foster  care,  and  a  group  called  the  "medically 
needy".   The  medically  needy  are  people  who  would  qualify  for  one  of  the 
previous  grant  programs  except  their  income  exceeds  the  minimum  stan- 
dards by  less  than  1/3  or  they  "spend  down"  to  that  level. 

Estimates  of  eligibility  are  based  on  past  and  emerging  trends. 
AFDC  eligibility  after  taking  a  steep  drop  in  early  fiscal  1976  has 
leveled  off  and  is  expected  to  continue  at  its  current  level.   There 
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will  be  some  reductions  in  the  number  of  children  served  as  the  size 
of  the  average  AFDC  family  appears  to  be  falling.   The  number  of 
foster  children  will  fall  as  subsidized  adoptions  offset  increases  in 
eligible  recipients.   Eligibility  of  the  aged  appears  to  have  peaked  and 
a  small  decline  may  occur  near  the  end  of  the  biennium.   Disabled 
eligibility  has  been  steadily  increasing  since  1973,  the  trend  while 
slowing  is  seen  to  continue. 

Utilization:   There  are  two  utilization  measures  for  medicaid.   The 
first  is  the  percent  of  those  who  are  eligible  who  actually  receive 
medical  services.   The  second  is  the  amount  of  services  (i.e.  number  of 
physician  visits,  hospital  or  nursing  home  days,  etc.)  used.   The  recent 
trends  on  utilization  have  been  mixed.   In  fiscal  1976  nearly  two-thirds 
of  all  eleigible  groups  received  benefits.   The  previous  year  the  use  by 
aged  and  disabled  had  been  lower;  for  other  groups  higher.   The  amounts 
of  service  utilized  have  also  shown  mixed  trends.   Due  to  the  lack  of 
definite  trends  in  utilization,  we  assume  utilization  patterns  would 
remain  unchanged  from  those  found  in  fiscal  1976. 

Payments  for  Services:   The  third  basic  element  affecting  medicaid 
costs  are  the  rates  paid  for  services.   Many  recent  increases  have  made 
determining  costs  difficult.   To  the  extent  information  is  available,  we 
have  determined  the  base  rate  being  paid  in  fiscal  1977.   We  will 
continue  to  monitor  the  costs  and  make  revisions  later  if  they  appear 
warranted. 

For  fiscal  1978  we  base  calculations  on  costs  being  8  percent  higher 
than  the  fiscal  1977  base  and  another  7.5  percent  in  fiscal  1979.   The 
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general  rate  of  cost  increase  is  anticipated  to  be  6  percent  and  we 
believe  SRS  has  the  ability  and  should  work  to  control  the  inflation  of 
medical  costs. 

The  department's  estimate  is  based  upon  an  assumed  cost  of  $36.8 
million  in  fiscal  1977.   This  base  cost  then  is  increased  9  percent  per 
year  for  rate  increases  and  4.5  percent  per  year  for  recipient  increases. 

Our  recomnended  inflation  factors  are  based  on  the  department  taking 
action  to  reduce  nursing  home  costs.   SRS  has  recently  contracted  a 
survey  of  nursing  homes  to  find  if  patients  have  been  appropriately 
placed.   Preliminary  findings  indicate  hundreds  that  are  receiving 
skilled  care  that  only  require  intermediate  level  care  and  that  ap- 
proximately 9  percent  should  not  be  in  nursing  homes. 

The  problem  of  preventing  inappropriate  nursing  home  care  will  be  a 
high  priority  of  the  agency  in  the  next  biennium.   However,  such  an 
effort  will  have  only  limited  success  if  a  comprehensive  approach  is  not 
taken.   Below  are  listed  some  of  the  major  considerations  necessary  in 
such  a  comprehensive  approach. 

1.  Competent  evaluation  of  current  nursing  home  patients  to  weed 
out  inappropriate  placements; 

2.  A  better  pre-admittance  procedure  to  stop  inappropriate  ad- 
missions; 

3.  Coordination  of  SRS  population  reduction  program  with  health 
department  certificate  of  need  program  to  prevent  building  of  costly 
and  unnecessary  nursing  home  capacity; 
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4.  Assurance  of  adequate  home  health/homemaker  type  services  in 
communities  to  support  persons  in  homes; 

5.  Development  of  cost  and  utilization  controls  in  home  health/home- 
maker  services  to  avoid  replacing  one  uncontrollable  cost  with  another; 

6.  Developing  necessary  audit  and  reimbursement  controls  to  avoid 
savings  resulting  from  changing  levels  of  use  or  reducing  populations 
being  absorbed  by  even  higher  costs  to  maintain  an  ever  smaller  caseload. 

The  agency  has  proposed  to  answer  some  of  these  concerns.   However, 
reimbursement  controls  and  cooperation  with  the  department  of  health  are 
lacking.  We  would  suggest  that  the  agency  could  demonstrate  the  viaability 
of  a  nursing  home  depopulation  program  by  a  target  effort  in  one  region 
or  county  prior  to  beginning  a  statewide  effort. 

AFDC 

Aid  to  families  with  dependent  children  has  shown  a  large  decline 
since  late  fiscal  1975.   At  that  time  nearly  7,300  families  were  re- 
ceiving assistance.   Presently  approximately  6,100  families  are  re- 
ceiving an  average  of  $167  per  month.   Our  estimations  are  based  upon  an 
average  monthly  load  of  6,300  families  receiving  an  average  payment  of 
$177.55  in  fiscal  1978  and  $200.63  in  fiscal  1979. 

The  increased  payments  are  the  result  of  the  department  of  SRS 
adopting  a  new  schedule  of  payments.   The  new  schedule  would  be  based  on 
poverty  level  means  set  by  the  federal  government.   There  will  be  annual 
increases  to  allow  for  changes  in  the  cost  of  living.   We  suggest  that 
the  legislature  consider  including  the  anticipated  payment  schedules  in 
law.   This  would  restrain  the  department  from  increasing  payments  if  the 
budget  should  develop  a  surplus. 
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Foster  Care 

Foster  care  is  paid  for  through  two  mechanisms.   First,  AFDC  foster 
care  is  shared  by  the  federal,  state  and  county  governments.   Second, 
other  foster  care  is  shared  equally  by  the  state  and  county.   The  latter 
was  previously  referred  to  as  child  welfare  services  (CWS)  foster  care. 
The  estimates  are  based  upon  425  and  440  children  receiving  AFDC  foster 
care  in  fiscal  1978  and  1979,  respectively,  and  490  and  478  children 
receiving  CWS  foster  care.   The  average  payment  is  anticipated  to  rise  6 
percent  per  year  with  costs  of  living.   The  decreasing  numbers  are  due 
to  the  implementation  of  a  subsidized  adoption  program  which  is  expected 
to  place  20  foster  children  in  adoptive  homes  in  fiscal  1978  and  another 
22  in  fiscal  1979. 

Non-Resident  General  Assistance  -  State-paid  general  assistance 
costs  are  anticipated  by  the  department  and  fiscal  analyst  to  average 
$130,000  each  year.   This  is  in  accord  with  past  trends. 

Supplemental  Security  Income  Supplementation  -  The  state  supple- 
mentation of  federal  SSI  payments  for  the  developmentally  disabled, 
adult  foster  care,  and  the  recently  added  personal  care  is  anticipated 
to  cost  $1.5  million  in  the  biennium.   The  estimate  is  based  on  545 
receiving  an  average  payment  of  $90  by  July  1,  1977.   To  this  will  be 
added  the  following: 

Increase  in  Average  Enrollment   Avg.  Monthly 
1978  1979         Payment 

DD  Group  Homes  25 

DD  Children  10 

Nursing  Homes  (AFC)  40 


90 

$104 

25 

49 

115 

90 
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Visual  Medical  Services  -  These  services  are  anticipated  to  cost 
$50,000  each  year  of  the  biennium  as  per  agency  request. 


Social  Services 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE  402.32       398.87       408.21       398.87 

Fund  Source 


General  Fund 

$1,021,9571 

$1,064,270"L 

$1,032,082 

$1,130,873 

3.7 

Other  Funds-Appropriated 

4,912,058 

4,867,695 

4,936,395 

4,822,286 

(.2) 

Other  Funds-Budget  Amended 

142,994 
$6,077,009 

Total  Funds 

$5,931,965 

$5,968,477 

$5,953,159 

(.7) 

Reversion-General  Fund 

516,037 

Expenditures  By  Object 

Personal  Services 

$4,164,150 

$4,488,490 

$4,745,109 

$4,728,054 

9.5 

Operating  Expenses 

501,384 

607,144 

668,706 

623,993 

16.6 

Capital 

6,393 

2,100 

2,100 

2,100 

(50.5) 

Total  Operating  Costs 

$4,671,927 

$5,097,734 

$5,415,915 

$5,354,147 

10.2 

Non-Operating  Costs 

2,233,816 

2,548,841 

2,376,321 

2,453,219 

1.0 

Total  Expenditures 

$6,905,743 

$7,646,575 

$7,792,236 

$7,807,366 

7.2 

Pass  Through 

$1,703,497 

$1,714,610 

$1,823,759 

$1,854,207 

7.6 

1.  This  appropriation  differs  from  that  contained  in  H.B.  269  as  the  department 

has  made  intra-agency  transfers.   The  H.B.  269  appropriation  was  $1,096,495 
for  fiscal  1976  and  $1,141,303  in  fiscal  1977. 

There  is  a  deceivingly  small  rise  in  recommended  general  fund 
expenditure  for  the  program.   The  recommended  fiscal  1978  level  is  54 
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percent  higher  than  the  amount  actually  expended  in  fiscal  1976.   This 
large  rise  is  the  result  of  increased  costs  of  the  social  service  re- 
porting system,  the  lack  of  federal  matching  funds  for  normal  growth  and 
expansion  and  the  recommendation  of  a  new  subsidized  adoption  program. 

Increases  in  operating  expenses  are  based  upon  agency  requests. 
Personal  services  are  calculated  from  the  fiscal  1976  base  allowing 
annual  step  increases.   Based  upon  past  experience,  vacancy  savings  of  four 
percent  are  allowed  as  well  as  holding  17  "grade  11"  and  4  "grade  6" 
positions  at  entry  level  due  to  turnover. 

Day  Care  -  Day  care  expenditures  are  based  upon  past  and  emerging 
trends.   The  estimate  allows  1,500  children  at  $63  per  month  average. 
It  is  anticipated  that  75  percent  of  the  day  care  will  require  a  25  per- 
cent state  match,  18  percent  a  10  percent  state  match  and  7  percent  a 
45.21  percent  match. 

Family  Planning  -  The  allocation  for  family  planning  is  recommended 
at  $180,000  each  year.   The  matching  funds  will  come  from  the  department 
of  health  ($20,000).   This,  when  combined  with  nearly  $600,000  received 
each  year  by  the  department  of  health,  about  $150,000  of  medicaid  ex- 
penditures each  year  and  local  funds,  will  allow  a  statewide  family 
planning  effort  well  in  excess  of  $1  million  per  year. 

Aging  Services  -  Funds  to  support  nutrition,  transportation,  and  win- 
terization  for  the  aged  are  recommended  at  $686,300  in  fiscal  1978  and 
$713,671  in  fiscal  1979.   This  is  based  upon  fiscal  1976  expectations  of 
$518,000  after  allowance  for  increased  costs  of  food  and  the  nine- 
month  operation  in  fiscal  1976.   When  combined  with  $4.1  million  in  the  aging 
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services  program  budget,  over  $5.5  million  would  be  available  for 
services  to  the  aged.   This  amount  is  in  addition  to  medicaid,  SSI, 
medicare  and  the  other  social  services  offered  by  SRS. 

Title  XX  -  The  state's  allocation  of  Title  XX  funds  is  fixed  by 
federal  statute  at  $8.7  million.   A  total  of  $4.63  million  of  these 
funds  have  been  allocated  to  this  program.   Even  with  this  allocation, 
state  and  county  funds  that  could  be  matched  are  going  unmatched.   Of 
state  and  county  funding  of  social  services,  approximately  $1  million 
for  the  biennium  is  unmatched.   Any  legislative  reductions  of  other 
Title  XX  funded  programs  could  therefore  result  in  a  1:1  general  fund 
savings.   Likewise  any  increase  or  new  Title  XX-funded  program  must  be 
totally  state  and/or  county  funded. 

Expansion  Recommended 

The  agency  requests  $135,450  in  the  biennium  for  subsidized  adoptions. 
This  will  adoptively  place  sibling  groups  and  children  with  handicaps. 
Currently  such  children  receive  foster  care.   The  expansion  has  been 
offset  by  a  reduction  in  the  economic  assistance  budget.   We  recommend 
the  agency  demonstrate  to  the  legislature  that  they  have  developed 
sufficient  controls  to  prevent  the  subsidy  becoming  long-term  permanent 
support . 

The  agency  has  also  requested  to  continue  a  child  abuse  project 
begun  in  fiscal  1976  by  approved  budget  amendment.   The  funds  are 
totally  federal.   The  project  is  a  three-year  effort  that  will  be  com- 
pleted in  fiscal  1978. 
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The  agency  requested  7  FTE  in  fiscal  1978  and  12  in  fiscal  1979  for 
a  "nursing  home  deinstitutionalization  project."   The  goal  is  to  move 
400  individuals  from  nursing  homes  to  the  community  in  the  biennium.   We 
recommend  that  this  effort  be  approved  and  the  expected  reduction  in 
nursing  home  clients  be  adjusted  out  of  the  economic  assistance  budget. 
We  have  not  included  the  additional  requested  amounts  in  the  budget  as 
it  appears  that  savings  will  occur  elsewhere.   Included  in  the  request 
are  funds  for  a  social  service  reporting  system  that  will,  in  the  words 
of  the  director,  save  10  percent  of  the  current  social  workers'  time. 
Ten  percent  of  the  current  200  social  workers  should  give  the  department 
an  additional  40  man-years  of  time  to  apply  towards  the  effort  without 
additional  staff. 
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FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Other  Funds-Budget  Amended 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 


Eligibility  Determination 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Bienniura 
1978        1979    977  -  79 


256.93 


260.69 


262.59 


$   789, 1481   $   917,23d1   $   697,401 

3,865,543    3,624,517    3,654,665 

722,153 


262.59 


$  701,383   (18.0) 
3,657,571    (2.4) 


$5,376,844 
112,032 


$2,593,138 

1,854,068 

7,859 

$4,455,065 
15,092 

$4,470,157 


$4,541,747   $4,352,066   $4,358,954   (12.2) 


$2,595,594 

1,945,103 

1,050 

$4,541,747 
$4,541,747 


$2,688,786 

1,662,230 

1,050 

$4,352,066 
$4,352,066 


$2,739,120  4.6 

1,618,784  (13.6) 

1,050  (76.4) 

$4,358,954  (3.2) 

$4,358,954  (3.3) 


1.  This  appropriation  varies  from  that  contained  in  H.B.  269  as  the  department 
has  made  intra-agency  transfers.   The  H.B.  269  appropriation  was  $786,840  for 
fiscal  1976  and  $914,524  for  fiscal  1977. 


The  recommended  reduction  of  general  fund  for  the  eligibility 
determination  program  comes  primarily  from  increased  federal  matching 
funds  for  payments  to  the  medicaid  fiscal  intermediary.   The  fall  in 
overall  recommended  funds  results  from  the  completion  in  fiscal  1977  of 
food  stamp  outreach  contracts  and  a  medicaid  quality  control  project. 
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Personal  Services  -  These  costs  are  adjusted  from  the  fiscal  1976 
base  to  allow  for  annual  step  increases.   The  increase  primarily  is 
caused  by  the  addition  of  2.0  FTE  for  food  stamp  administration  in  the 
next  biennium. 

Due  to  extensive  turnover  of  eligibility  technicians  and  clerks, 
20  "grade  8"  positions  and  11  "grade  5"  positions  are  budgeted  at  entry 
level  each  year  of  the  biennium.   In  addition,  vacancy  savings  of  3  per- 
cent are  calculated  based  upon  past  experience. 

Operating  Expenses  -  Contract  costs  of  food  stamp  outreach 
and  a  special  evaluation  of  the  medicaid  quality  control  project  are 
decreased  to  $45,000  to  complete  food  stamp  outreach  contracts  on  the 
reservations  in  fiscal  1978. 

Expansions  Recommended 

We  recommend  the  appropriation  of  $45,000  of  federal  funds  to 
complete  food  stamp  outreach  contracts  on  Indian  reservations.   The 
initial  contracts  were  begun  under  approved  budget  amendment. 

We  recommend  $22,060  in  fiscal  1978  and  $22,481  in  fiscal  1979  for 
statewide  implementation  of  a  food  stamp  public  assistance  withholding 
program.   This  effort  allows  the  withholding  of  food  stamp  purchase 
price  from  assistance  checks.   This  expansion  should  reduce  county  costs 
of  food  stamp  issuance,  provide  better  service  to  the  recipient  and 
reduce  the  public  assistance  caseloads. 

The  funds  for  the  program  are  half  state  and  half  federal. 
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Expansions  Conditionally  Recommended 

The  agency  requests  the  establishment  of   a  "program  integrity 
bureau"  at  a  cost  of  $400,531  in  the  biennium.   The  general  fund  would 
supply  $140,265  of  the  costs.   The  bureau  would  be  a  reorganization  of 
current  medicaid,  food  stamp  and  AFDC  quality  control  operations.   The 
additional  costs  result  from  picking  up  9  FTE  added  by  budget  amendment 
for  a  quality  control  project  in  fiscal  1976  and  1977  and  adding  an 
investigator,  recovery  supervisor,  and  administrative  aide. 

This  bureau  would  seek  out  fraud,  abuse,  errors  and  third  party 
(private  insurance)  payments.   The  department  estimates  that  third  party 
recoveries  could  be  increased  by  $1,250,000  and  fraud  and  abuse  could  be 
reduced  by  $184,000  in  the  biennium. 

We  recommend  that  such  an  expansion  be  approved  only  if  a  like  or 
greater  amounts  are  reduced  from  the  economic  assistance  budget.   The 
confidence  of  the  department  in  this  proposed  expansion  will  be  shown 
by  their  willingness  to  agree  to  this  savings.   This  expansion  is  not  in- 
cluded in  the  recommended  amount  pending  commitments  from  the  agency. 

Expansions  Not  Recommended 

The  agency  requests  $190,000  in  the  biennium  for  a  food  stamp 
outreach  program.   The  increase  adds  five  outreach  workers  and  related 
costs.   We  recommend  that  this  not  be  approved  as  a  similar  request  was 
approved  in  the  44th  legislature.   It  is  not  apparent  that  five  ad- 
ditional employees  are  necessary  to  comply  with  federal  requirements. 

We  recommend  $45,000  of  this  expansion  be  approved  in  fiscal  1978. 
This  allows  completion  of  outreach  contracts  on  the  Indian  reservations. 
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Administrative  and  Support  Services 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 


91.75 


104.63 


105.63 


107.63 


General  Fund 

$   558,443-"- 

$  618,349 

$   300,534 

$  307,354 

(48.3) 

Other  Funds-Appropriated 

1,099,596 

1,347,300 

1,823,361 

1,880,093 

51.4 

Total  Funds 

$1,658,039 

$1,965,649 

$2,123,895 

$2,187,447 

19.0 

Reversion-General  Fund 

70,808 

Expenditures  By  Object 

Personal  Services 

$1,088,505 

$1,352,548 

$1,453,301 

$1,514,275 

21.6 

Operating  Expenses 

521,244 

602,451 

655,644 

662,522 

17.3 

Capital 

25,332 

10,650 

14,950 

10,650 

(28.9) 

Total  Expenditures 

$1,635,081 

$1,965,649 

$2,123,895 

$2,187,447 

19.7 

1.  This  appropriation  varies  from  that  contained  in  H.B.  269  as  the  department 
has  made  intra-agency  transfers.   The  H.B.  269  appropriation  was  $582,189 
for  fiscal  1978  and  $628,134  for  fiscal  1977. 


This  is  a  new  program  in  the  1977-79  biennium  formed  by  the  com- 
bination of  the  previous  centralized  services  and  field  services  pro- 
grams.  The  19.7  percent  increase  in  total  expenditures  reflects  the 
addition  of  a  ten  person  budget  and  management  staff  in  the  new  director's 
office  and  the  recommended  addition  of  four  auditors  in  the  next  biennium. 
The  reduction  of  general  fund  support  comes  as  county  reimbursements 
for  social  services  are  allocated  for  administrative  functions. 

Budget  and  Management  Staff  -  A  new  director  of  the  agency  was 
appointed  in  fiscal  1977.   The  director  created  a  budget  and  management 
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unit  which  was  attached  to  the  centralized  services  division.   This  unit 
consists  of  three  FTE  management  analysts,  three  FTE  program  analysts, 
an  attorney,  two  clerical  positions  and  a  Title  XX  coordinator.   We 
recommend  approval  based  upon  belief  that  the  agency  has  great  room  for 
improvement  in  operational  efficiency  and  program  direction.   We  re- 
commend that  this  expansion  not  be  viewed  as  permanent. 

Audit  Staff  Increase  -  We  recommend  the  additions  of  four  auditors 
to  the  current  audit  staff.   Our  recommendation  is  based  upon  expectations 
that  the  agency  will  revise  audit  procedures  for  nursing  homes  and  Title 
XX  providers   with  more  cost  containment  emphasis.   In  order  to  allow 
for  development  of  procedures,  testing  and  training  of  new  staff,  only 
two  FTE  were  recommended  in  fiscal  1978  as  the  full  group  will  not  be 
hired  immediately. 

Personal  Services  -  Vacancy  savings  of  2  percent  was  calculated 
for  this  program. 
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Staff  Development 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 


Actual 

Fiscal 

1976 

16.80 


$  84,021J 
215,125] 

$299,146 

26,746 


Appropriated 

Fiscal 

1977 

14.50 


$  81,510: 
327,817J 

$409,327 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


10.00 


$  63,097 
252,390 

$315,487 


10.00 


$  63,798   (23.3) 

255,191 


(6.5) 


$318,989   (10.4) 


Personal  Services 

$145,741 

$211,098 

$152,430 

$155,197 

(13.8) 

Operating  Expenses 

107,977 

196,329 

161,157 

161,892 

6.2 

Capital 

1,508 

1,900 

1,900 

1,900 

11.5 

Total  Operating  Costs 

$255,226 

$409,327 

$315,487 

$318,989 

(4.5) 

Non-Operating  Costs 

897,825 

1,032,791 

1,032,791 

1,032,791 

7.0 

Total  Expenditures 

$1,153,051 

$1,442,118 

$1,348,278 

$1,351,780 

4.0 

Pass  Through 

897,825 

1,032,791 

1,032,791 

1,032,791 

7.0 

1.  These  figures  vary  from  the  amount  in  H.B.  269  as  the  department  has  transferred 
appropriations  to  and  from  other  programs  within  SRS.   The  actual  fiscal  1976 
and  fiscal  1977  general  fund  appropriations  are  $79,113  and  $84,873  respectively. 


The  recommended  appropriation  for  the  staff  development  program 
falls  10.4  percent  below  the  appropriated  level  of  the  previous  biennium. 
The  primary  reason  for  the  fall  is  the  recommended  elimination  of  all 
stipend  positions. 

Personal  Services  -  No  vacancy  savings  are  anticipated  in  this  pro- 
gram. 
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We  recommend  all  stipend  slots  be  eliminated.   The  agency  has  seven. 
We  know  of  no  state  policy  of  granting  paid  educational  leave  to  em- 
ployees.  The  past  practice  of  this  agency  of  paying  employees  salaries 
and  tuition  while  they  obtain  a  graduate  degree  appears  to  bestow  special 
privileges  upon  the  agency  that  are  not  routinely  made  available  to 
other  state  employees. 

Operating  Expenses  -  Consultant  and  professional  services,  travel, 
subscription,  and  registration  fees  for  training  conferences  were  based 
upon  the  average  expenditures  for  the  past  three  years  increased  at  five 
percent  per  year.  This  was  done  as  the  administrator  stated  that  fiscal 
1976  was  unreasonably  low  due  to  efforts  to  generate  savings  that  year. 
In  the  case  of  travel,  fiscal  1974  and  1975  of  the  average  were  adjusted 
to  reflect  higher  reimbursement  rates  for  travel  begun  in  fiscal  1976. 

Rent  allowances  were  increased  to  allow  for  the  move  to  the  new 
SRS  building.   Rates  for  the  new  building  were  supplied  by  the  department 
of  administration. 
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Vocational  Rehabilitation 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 


90.71 

$  757,113] 
1,078,797 

$1,835,910 

12,571 


90.21 


$   799,060 
1,230,004 


91.21 


$   726,981 
1,219,425 


92.21 


$   732,119 
1,240,057 


(6.2) 
6.5 


$2,029,064   $1,946,406   $1,972,176    1.4 


^erspma;  Services 

$   962,828 

$1,068,047 

$1,080,512 

$1,112,106 

8.0 

Operating  Expenss 

235,422 

266,872 

255,637 

263,889 

3.4 

Capital 

18,995 

3,000 

3,500 

3,500 

(68.2) 

Total  Operating  Costs 

$1,217,245 

$1,337,919 

$1,339,649 

$1,379,495 

6.4 

Non-Operating  Costs 

2,311,993 

3,010,398 

2,940,398 

2,940,398 

10.5 

Total  Expenditures 

$3,529,238 

$4,348,317 

$4,280,047 

$4,319,893 

9.2 

Pass  Through 

1,748,593 

2,319,253 

2,333,641 

2,347,717 

15.1 

1.  These  figures  differ  from  those  found  in  H.B.  269  as  the  agency  has  made 
intra-departmental  transfers.   The  appropriations  contained  in  H.B.  269  are 
$580,738  for  fiscal  1976  and  $622,134  for  fiscal  1977. 


The  9.2  percent  increase  of  total  expenditures  represents  the  ad- 
dition of  two  rehabilitation   counselors  and  increased  case  service 
costs.   The  general  fund  appropriation  is  recommended  to  fall  as  cost 
of  the  renal  disease  program  are  not  estimated  to  exceed  $30,000  annually  while 
$100,000  had  been  budgeted  annually  in  the  current  biennium.   All  costs 
are  based  upon  fiscal  1976  experience  with  allowance  for  anticipated 
cost  and  employee  step  increases. 
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Renal  Disease  Program  -  The  44th  legislature  established  a  renal 
disease  program  to  make  payments  to  afflicted  persons  who  could  not 
qualify  for  other  assistance.   In  fiscal  1976,  $19,000  was  expended. 
The  recommended  appropriation  includes  $30,000  each  year  for  renal 
disease.   The  funds  are  100  percent  general  fund. 


Expansion  Recommended 

We  are  recommending  adding  two  rehabilitation  counselors  and  re- 
lated costs.   The  expansion  is  included  in  the  recommended  appropriation, 
The  agency  expects  it  will  increase  the  percentage  of  severely  disabled 
it  serves  from  42  to  45  percent  in  fiscal  1978  and  to  47  percent  in 
fiscal  1979.   The  funds  for  this  program  are  20  percent  state,  80  per- 
cent federal. 

Disability  Determination 


Actual 

Appropriated 

LFA  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE 

Fund  Source 

Other  Funds-Appropriated 

Expenditures  By  Object 


39.72 


$899,249J 


31.00 


$839,051J 


31.00 


$744,961 


31.00 


$779,211    (12.3) 


Personal  Services 
Operating  Expenses 
Capital 

$366,181 

214,951 

2,714 

$583,846 
18,642 

$602,488 

$451,282 
337,769 

$459,774 
262,817 

$467,484 
287,117 

13.4 
(.5) 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

$789,051 
50,000 

$839,051 

3722,591 
22,370 

$744,961 

$754,601 
24,610 

$779,211 

7.6 
31.6 

5.7 

1.  These  figures  vary  from  the  amounts  in  H.B.  269  as  the  department  has  transferred 
appropriations.   The  legislature  appropriation  as  per  H.B.  269  is  fiscal  1976  - 
$959,221,  fiscal  1977  -  $1,018,164. 
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Total  recommended  expenditures  rise  5.7  percent  for  this  program. 
The  biennium  increase  will  likely  be  much  higher  as  fiscal  1977  antici- 
pations are  higher  than  will  be  realized. 

The  program's  appropriation  for  the  current  beinnium  is  being 
considerably  underspent.   The  agency  had  anticipated  an  increased  work- 
load due  to  the  federal  SSI  program  start-up  and  expansion.   This  workload 
expansion  has  not  occurred. 

No  vacancy  savings  are  calculated  for  this  program  as  recent  staff 
reductions  may  eliminate  any  future  savings.   Considerable  turnover  of 
clerk  typists  has  been  experienced  in  the  past.   To  account  for  this, 
one  such  position  was  maintained  at  "step  1"  each  year  of  the  biennium. 

Youth  Development 


FTE 

Fund  Source 

Fund  Source 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

18.07 


19.50 


LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


19.50 


19.50 


General  Fund 

$214,112x 

$236,215-"- 

$174,840 

$176,404 

(22.0) 

Other  Funds-Appropriated 

253,823 

530,712 

280,787 

285,478 

(27.8) 

Total  Funds 

$467,935 

$766,927 

$455,627 

$461,882 

(25.7) 

Reversion-General  Fund 

65,599 

Expenditures  By  Object 

Personal  Services 

$216,557 

$278,690 

$291,525 

$297,480 

18.9 

Operating  Expenses 

61,727 

97,644 

82,108 

82,408 

3.2 

Capital 

517 

1,000 

750 

750 

(1.1) 

Total  Operating  Costs 

$278,801 

$377,334 

$374,383 

$380,638 

15.1 

Non-Operating  Costs 

575,296 

852,924 

596,224 

596,224 

(16.5) 

Total  Expenditures 
Pass  Through 


$854,097   $1,230,258 


494,840 


463,331 


$970,607 
514,980 


$976,862   (6.6) 
514,980 


1.  These  figures  differ  from  those  found  in  H.B.  269  due  to  agency  transfers.   The 
H.B.  269  appropriations  were  $85,011  in  fiscal  1976  and  $100,213  in  fiscal  1977. 
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The  large  drop  in  funding  for  the  program  is  more  apparent  than 
real.   Recommended  expenditures  for  fiscal  1978  are  up  13.6  percent  from 
actual  1976  expenditures,  and  the  amount  from  the  general  fund  is  up  17.7 
percent.   The  primary  explanation  for  the  large  rise  is  that  late  hiring 
of  staff  in  fiscal  1976  generated  vacancy  savings  nearly  20  percent  of 
budgeted  amount.   Increased  funds  have  also  been  allocated  for  "achievement 
places"  for  troubled  youth. 

Personal  Services  -  Vacancy  savings  approaching  20  percent  were  ex- 
perienced in  fiscal  1976.  This  was  due  to  late  hiring  of  four  staff  and 
holding  one  position  open  the  full  year.  The  fiscal  1979  recommendation 
is  based  upon  those  savings  falling  to  a  more  normal,  four  percent  rate. 

Community  Coordinated  Child  Care  Services  (4C's)  -  The  department 
expended  $187,000  in  "4C's"  services  in  fiscal  1976.   The  recommended 
amount  for  fiscal  1978  and  fiscal  1979  is  $147,750.   The  reduction  is 
based  upon  availability  of  other  federal  funds  for  the  improvement  of 
community  child  care.  The  agency  has  recently  received  nearly  $700,000 
that  will  be  used  to  improve  community  child  care. 
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FTE 

Fund  Source 


Visual  Services 

Actual    Appropriated  LFA  Recommended    %  Change 

Fiscal       Fiscal  Fiscal       Fiscal   Biennium 

1976        1977  1978         1979   1977  -  79 

25.55                   27.05  28.05                   28.05 


General  Fund  $129, 6501     $148,540*     $147,019     $148,166    6.1 

Other  Funds-Appropriated      363, 6761     327, 7741     373,720      378,311    8^8 


Total  Funds 

$493,326 

$476,314 

$520,739 

$526,477 

8.0 

Reversion-General  Fund 

28 

Expenditures  By  Object 

Personal  Servcies 
Operating  Expenses 
Capital 

$313,2^7 
60,011 
30,251 

$333,685 

85,882 
5,650 

$383,335 

80,251 

3,565 

$390,778 

80,336 

1,775 

19.7 

10.1 

(85.1) 

Total  Operating  Costs      $403,549     $425,217     $467,151     $472,889   13.4 
Non-Operating  Costs         239,990      267,942      267,942      267,942    5.5 

Total  Expenditures  $643,539     $693,159     $735,093     $740,831   10-4 

Pass  Through  162,410      216,845      214,354      214,354   13.0 

1.  These  figures  vary  from  the  legislative  appropriation  contained  in  H.B.  269. 
The  difference  reflects  transfers  within  the  department.   The  general 
fund  appropriation  in  H.B.  269  was  FY-76  $128,083  -  FY-77  $146,706. 

The  transfer  of  a  position  to  this  program  in  fiscal  1977,  another 
to  be  added  in  fiscal  1978  and  increased  case  services  (non-operating 
expenses)  cause  the  10.4  percent  increased  expenditures  for  this  program. 
This  allows  expansion  to  serve  aged  blind  in  their  homes  or  nursing 

homes . 

Personal  Services  -  A  position  for  rehabilitation  counselor  was 
added  in  fiscal  1977  by  transfer.   Also  transferred  to  this  program  was 
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a  part  time  position  for  a  summer  trainee,  transferred  from  vocational 
rehabilitation.   An  expanded  request  for  another  rehabilitation  counselor 
is  recommended  in  the  1979  biennium. 

The  added  positions  give  statewide  coverage  for  rehabilitation 
teachers  for  the  blind,  and  begin  an  effort  directed  at  providing  services 
to  the  aged  blind.   This  is  to  remove  as  many  as  possible  from  nursing 
homes.   We  recommend  this  expansion  and  reduction  of  the  Medicaid  budget 
in  anticipation  of  a  four  percent  per  year  reduction  in  nursing  home 
days  for  the  blind.   Medicaid  records  show  50  blind  individuals  re- 
ceiving nursing  home  care  in  fiscal  1976. 

No  vacancy  savings  are  calculated  for  this  program  as  past  ex- 
perience shows  savings  to  be  very  small.   A  clerk  steno  position  is 
budgeted  at  entry  level  each  year  as  there  is  considerable  turnover  in 
these  positions.   Three  positions  vacant  at  the  end  of  fiscal  1976  are 
budgeted  at  entry  level  in  fiscal  1977. 

Non-Operating  Expenses  -  Case  service  funds  are  increased  20  per- 
cent over  fiscal  1976  in  line  with  agency  requests.   The  increase  is 
caused  by  an  anticipated  higher  caseload  which  the  two  rehabilitation 
counselors  will  generate. 
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Developmental  Disabilities 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal   Biennium 
1978         1979   1977  -  79 


38.40 

$1,755,452] 
483,363 

$2,238,815 

844,929 


38.50 


39.50 


39.50 


$2,843,100J 
463,529 


$3,702,110 
541,266 


$4,735,762 
550,380 


$3,306,629   $4,243,376   $5,286,142   71.8 


FTE 

Fund  Source 

General  Fund 

Other  Funds-Appropriated 

Total  Funds 

Reversion-General  Fund 

Expenditures  By  Object 

Personal  Services 
Operating  Expenses 
Capital 

Total  Operating  Costs 
Non-Operating  Costs 

Total  Expenditures 

Pass  Through 

1.  These  figures  differ  from  the  amounts  contained  in  H.B.  269  due  to  agency 
transfers.  The  H.B.  269  appropriations  are  $1,836,165  in  fiscal  1976  and 
$2,935,527  in  fiscal  1977. 

The  growing  nature  of  this  program  is  evidenced  by  the  83.5  percent 
increase  in  recommended  general  fund  expenditure  and  51.2  percent  of 
overall  expenditura.   The  higher  rate  of  expansion  for  general  fund 
reflects  the  unavailability  of  federal  Title  XX  matching  funds.   In  this 
program,  $2,775,000  each  year  is  Title  XX.   The  expansion  represents 


83.5 
15.3 


$  436,184 

162,023 

14,372 

$ 

558,585 

189,100 

2,000 

$   580,158 

163,457 

2,000 

$   591,686 

164,850 

2,000 

17.8 
(6.5) 
(75.6) 

$   612,579 
3,224,718 

$ 
5 

749,685 
,509,758 

$  745,615 
6,368,995 

$   758,536 
7,389,726 

10.4 
57.5 

$3,837,297 

$6 

,259,443 

$7,114,610 

$8,148,262 

51.2 

2,234,506 

2 

,952,814 

2,871,234 

2,862,120 

10.5 

6G9 
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additional  individuals  and  programs  as  50  individuals  are  projected 
to  be  removed  from  state  institutions  each  year  and  another  50  from 
inappropriate  nursing  home  placements. 

Personal  Services  -  These  costs  rise  17.8  percent  as  the  salary 
of  the  division  administrator  position  is  moved  into  the  program.   In 
the  current  biennium  it  is  budgeted  within  the  Governor's  office. 

Vacancy  savings  of  4  percent  are  anticipated  after  experiencing 
nearly  10  percent  in  fiscal  1976.   No  turnover  adjustments  are  recom- 
mended . 

Benefits  and  Claims  -  The  cost  of  purchased  services  for  the 
developmentally  disabled  are  anticipated  to  rise  7  percent  per  year; 
except  transportation  which  is  anticipated  to  rise  13  percent  in  fiscal 
1978  and  7  percent  in  fiscal  1979.   It  is  anticipated  that  $90,000  will 
be  required  to  open  10  group  homes  each  year.   Vocational  services  are 
anticipated  for  800  by  the  end  of  fiscal  1977,  900  by  end  of  fiscal  1978 
and  1,025  by  the  end  of  fiscal  1979. 

Expansion  Recommended 

The  agency  requested  $1.3  million  in  the  biennium  for  a  developmental 
disability  training  institute.   This  would  be  funded  25  percent  from 
state  funds.   While  we  have  not  been  presented  convincing  information 
on  the  anticipated  results  of  this  expenditure,  most  of  the  funding 
is  federally-supported  and  may  not  be  used  in  other  program  areas. 
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Expansion  Not  Recommended 

The  agency  requests  $1.9  million  from  the  genera]  fund  for  a  child 
and  adolescent  project.   The  purpose  to  move  30  children  from  Boulder 
river  school  and  hospital  during  the  biennium  and  care  for  70  children 
from  the  community.   Insufficient  data  have  been  made  available  to 
recommend  this  project.   Also  it  appears  much  of  the  work  to  be  ac- 
complished by  this  expansion  has  already  been  included  in  other  current 
level  operations. 

Aging 


Actual 

Appropriated 

L:7A  Recommended 

%  Change 

Fiscal 

Fiscal 

Fiscal       Fiscal 

Biennium 

1976 

1977 

1978         1979 

1977  -  79 

FTE  13.00        12.00        13.00        13.00 

Fund  Source 


General  Fund 

$112, 1811 

$131,296 

$123,189 

$124,106 

1.6 

Other  Funds-Appropriated 

162,803 

159,416 

175,458 

178,408 

9.8 

Total  Funds 

$274,984 

$290,712 

$298,647 

$302,514 

6.3 

Reversion-General  Fund 

7,960 

Expenditures  By  Object 

Personal  Services 

$161,263 

$173,734 

$183,843 

$187,633 

10.9 

Operating  Expenses 

44,600 

48,040 

46,129 

46,206 

(.3: 

Capital 

550 
$222,324 

550 
$230,522 

550 
$234,389 

100.0 

Total  Operating  Costs 

$205,863 

8.6 

Non-Operating  Costs 

1,419,054 

1,814,575 

1,802,175 

1,802,205 

11.5 

Total  Expenditures 

$1,624,917 
1,376,341 

$2,036,899 
1,746,187 

$2,032,697 
1,734,050 

$2,036,594 
1,734,080 

11.1 

Pass  Through 

11.1 

1.  These  figures  vary  from  legislative  appropriation  contained  in  H.B.  269.   The 
difference  reflects  transfers  made  by  the  agency.   The  legislative  general 
fund  appropriation  is  FY-76  $101,546,  FY-77  $120,553. 
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The  modest,  6.3  percent,  increases  in  appropriation  recommended  for 
this  program  is  the  result  of  normal  cost  and  salary  increases.   An 
additional  employee  has  been  transferred  to  the  program  from  the  cen- 
tralized services  program.   The  transfer  is  evidenced  by  the  increase  to 
13  FTE  in  fiscal  1978  and  corresponding  rise  in  personal  service  costs. 
Vacancy  savings  are  taken  at  4  percent  based  upon  fiscal  1976  experience 
of  over  10  percent.   Two  positions,  which  were  vacant  at  the  end  of 
fiscal  1976,  are  started  at  "step  1"  in  fiscal  1977. 

Foster  Grandparent  Program  -  The  agency  requests  to  provide  a  10 
percent  general  fund  match  on  federal  funds  to  pay  foster  grandparents. 
This  would  have  cost  $24,770  in  the  biennium.   If  the 
foster  grandparents  make  a  positive  contribution  where  they  work,  it 
would  not  be  too  much  to  expect  the  local  program  to  pay  the  10  percent 
match. 

Information  and  Referral  -  The  program  administrator  requests 
$31,875  of  general  fund  each  year  of  the  biennium  to  expand  the  in- 
formation and  referral  activities.   The  request  is  based  upon  increasing 
the  current  41  referral  technicians  (retired  persons  working  part  time 
to  answer  problems  referred  by  state  "hotline")  to  56.   This  expanded 
amount  is  not  included  in  the  recommendations.   The  1975  legislature 
extensively  discussed  the  funding  for  the  information  and  referral  and 
concluded  the  effort  was  funded  sufficiently. 
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Veterans'  Affairs 


Actual 

Appropriated 

Fiscal 

Fiscal 

1976 

1977 

LFA  Recommended    %  Change 
Fiscal       Fiscal  Biennium 


FTE 

Fund  Source 


21.50 


21.50 


1978 


21.50 


1979   1977  -  79 


21.50 


General  Fund 

$281, 6641 

$301, 9481 

$305,383 

$311,324 

5.7 

Reversion-General  Fund 

345 

Expenditures  By  Object 

Personal  Services 

$239,471 

$252,375 

$263,450 

$268,983 

8.3 

Operating  Expenses 

42,479 

49,023 

41,383 

41,791 

(9.1) 

Capital 

999 

450 

450 

450 

(37.9) 

Total  Operating  Costs 

$282,949 

$301,848 

$305,283 

$311,224 

5.4 

Non-Operating  Costs 

18 

100 

100 

100 

69.5 

Total  Expenditures 


$282,967 


$301,948 


$305,383    $311,324 


5.4 


1.  The  appropriation  varies  from  that  contained  in  H.B.  269  as  the  department  has 
made  intraagency  transfers.   The  H.B.  269  appropriation  was  FY-76  $277,411, 
FY-77,  $297,551. 


This  program  is  held  substantially  at  the  previous  biennium' s 
level.   The  5.4  percent  increase  in  expenditures  reflects  anticipated 
cost  and  employee  step  increases.   No  vacancy  or  turnover  savings  are 
anticipated  as  employment  has  been  very  stable  in  this  program. 

Contracted  Services  -  The  veterans'  affairs  division  has  paid 
the  past  several  years  on  contract  for  secretarial  assistance  for  two 
veterans'  organizations.   No  clear  service  has  been  identified  with 
these  contracts.   We  recommend  that  these  contracts  not  be  continued. 
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Expansion  Request  Not  Recommended 

The  agency  requests  $23,794  in  the  biennium  to  add  a  service  officer 
in  Billings.   The  request  is  based  upon  increased  case  load  in  that 
area.   The  expansion  does  not  appear  to  be  justified. 

Though  the  case  load  at  Billings  has  risen  and  continues  to  do  so, 
operations  at  other  offices  appear  to  be  falling.   The  actual  total 
number  of  contacts  recorded  in  fiscal  1976  was  below  the  fiscal  1975 
level.   It  seems  that  the  division  could  reallocate  staff  to  this  area 
if  it  is  warranted.   Also  there  appears  to  be  other  alternatives  available 
that  may  deliver  the  service  needed  without  a  budget  expansion. 

Those  include: 

1.  In  some  areas  it  may  be  possible  to  combine  activities  with 
the  referral  network  of  the  aging  services  program. 

2.  The  agency  may  want  to  consider  contracts  with  veterans  or 
veteran  groups  on  a  part  time  basis  to  provide  the  services  in  a  manner 
similar  to  the  aging  services  bureau. 
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